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ABSTRACT 

Specifications of the current delivery systems of the 
Pell Grant program, the Guaranteed Student Loan (GSL) program, and 
campus-based aid programs are provided. The relationship between 
features of the programs and delivery systems is also examined. The 
campus-based programs include the Supplemental Educational 
Opportunity Grant (SEOG) Program, the College Work Study (CW-S) 
Program, and the National Direct Student Loan (NDSL) Program. The 
following components of the current systems are covered: 
pre-application, student application, student eligibility 
determination, benefit calculation, fund disbursement, and account 
reconciliation. These components are then subdivided into activities 
specific to each program. Each activity is further broken down into a 
series of steps characterized in input-process-owtput chains (i.e., 
activities that initiate a series of processes, the activities 
undertaken in response to inputs, and documents/actions resulting 
from inputs and processes). Appended are questions related to program 
design that are determined by laws, regulations, policy decisions, 
and historic practices. The legislative histories of the Pell, GSL, 
SEOG, CW-S, and NDSL programs are included, with attention to 
revisions and amendments, and the funding history. (SW) 
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L ^^n•ROi?^JCTK>N 

A. The Pijflrpose and Nature of ihe Analysis 

The Department of Education (ED) is currently considering alternatives to the 
present system for the delivery of student financial assistance. The Credit 
Mandgement Task Force (CMTF) will provide the Secretary with the information he 
needs for making decisions. The Delivery System Assessment Task, a part of the 
Pell Quality Control Project, has been designed to accomplish this complex analysis 
in cooperation with the CMTF and the Office of Student Financial Assistance 
(OSFA). 

This task applies methodology from program evaluation, applied pwlicy 
research, and systems analysis, going beyond previous analyses in the following 
ways: 

• It analyzes technical issues along with policy issues, 

• It evaluates how delivery systems affect participants and society. 

• It considers how social, economic, environmental, and political factors 
can alter the effects of a delivery system. 

• It specifies alternative methods of delivery in detailed systems terms. 

• It compares effects of alternative systems with those of the current 
system. 

• It considers the impact of program intent on delivery system design 
decisions ar^l considers how lawi', regulations, policy decisions and 
historical practices combine to produce the i'-jlivery system. 
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As noted above, this model traces the impact of delivery system features on 
various effects which are important to program participants and society. A pre- 
liminary list of ttw effects which will be the focus of this analysis is presented in 
Figure 1. The delivery system does not produce these effects in a vacuum. First, a 
delivery system is designtjd to imp^ment a given program, developed through laws, 
regulations, policy decisions and historical practices. This program both determines 
delivery system components and constrains the types of alternatives which can be 
considered. Second, social, economic, environmental and political factors intervene 
between system features and system effects, sometimes altering the expected 
effects of the system. For example, t^ic effect "student application time'' will be a 
result of system features such as the format of the application, and of intervening 
factors, such as the student's ability to fill out the application form. In general, 
these intervening factors are beyond the scope of ED's control. These relationships 
are illustrated in Figure 2. 

The analytic model provides a method of evaluating the current system, 
focusing on the most crucial effects. The model will evaluate the effects of 
alternatives by comparing their differential effects to the effects of the current 
system. The nature of the variables makes complete quantification impossible. This 
model is similar to a quantitative model which would measure the variables 
mentioned above influence the effects. Qualitative data will be substituted where 
numerical measures or data are not available or sufficient, and rigorous qualitative 
analysis will be i^ed where mathematical equations are inappropriate. The result 
will be data on tlw effects of the ciw^rent and alternative systems. These systems 
will then be ranked according to various interfM*etations of program intent. 

To develop and utilize this model, a number of activities have been, and will 
be, undertaken* A jw-eliminary version of this model was developed, describing this 
methodology in detail. To turn the cor^eptual model in Figure 2 into one that can 
be used for evaluation, the components are rearranged slightly, as illustrated in 
Figure 3. The preliminary model paper also presents a draft list of the effects, 
program and system features, and intervening factors, and maps out some of the 
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interrelationships to be evaluated. Possible measures were also proposed, and some 
data sources were identified. 

B. Refinement of the Analytic Model 

The next »tep is to refine this model. The current delivery syste-Ti is used as a 
reference point, since the analysis focuses on the differential effects of alter- 
natives. Refinement of the model involves the following steps: 

• Step I; Specify the current delivery system in the form of input- 
process-output (IPO) chains. 

• Step 2i Develop independently a detailed list of program features for 
each program. 

• Step 3t Determine which program features influence each delivery 
system activity. 

• Step »; Determine the intervening variables that are relevant to each 
delivery system activity. 

• Step 5? Determine which effects are influenced by each delivery system 
activity. 

• Step 6t Develop measures for each effect at each delivery system 
activity. 

• Step 7 : Find existing data or develop new data sources for each 
measure. 

• Step 8; Develop methods of analysis for each effect at each system 
step. 



This process is presented schematically in Figure t*. 
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Following refinement of the model, the project team will conduct the analyses 
developed in Step 8 to evaiuate the current system* Concurrently, the project team 
will develop alternatives that favor each group of program participants, attempting 
to hold effects on other participants constant, with the help of CMTF, OSFA and the 
Technical Advisory Panel* These alternatives will also be analyzed using the logic 
of the analytic model just presented. Frequent input and review from OSFA will be 
necessary to ensure the accuracy and completeness of the analytic model and to 
guide the analyses* 

This document is a preliminary version of the first three steps— sp«:ificat ion 
of the curr^t system steps, determination of program features, and analysis of the 
relationship of program to system features. Because this specification goes beyond 
what is currently documented, it is presented in varying levels of detail and may 
include inaccuracies. To correct these deficiemries, this document will be used as a 
basis for ED interviews, which will be the source of additional information needed 
for subsequer t analytic tasks. 

A complete and accurate specification of the current delivery system is 
necessary 

• To assess the effects of the currcrnt system 

• To identify opportunities for constructive change 

• To indicate how alternatives would change the current system 

• To aid in the development of an implementation plan for any resulting 
changes* 

The specification of relationships between program and delivery system 
features is critical to the analytic task. Since a delivery system is designed to 
implement program features—determined by laws, regulations, policy decisions, and 
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historical practices— these features may mandate the inclusion of specific activities 
in the delivery system. When analyzing delivery system changes, it will be 
important to determine if the corresponding program features will be affected. If 
delivery system changes do influence program features, it will be necessary to 
determine if the changes are desirable. If so, laws, regulations, policy decisions, and 
historical practices must be altered to implement the new features. 



1-9 



DRAFT 

n. METHOCX>LOGY 

The specifications of the three delivery system program components required 
close coliaboration of the project team^ whose members wet e assigned responsibility 
for the three aid programs under consideration; then t*ie sp)ecificatiQns were 
reviewed by analysts* The three programs analyzed were: 

• The Pell Program (formerly the Basic Educational C^portunity Grant 
Program) 

• The Guaranteed Student Loan (GSL) Program 

• The Campus-Based Program, which includes the National Direct, and 
Defense, Student Loan (NDSL) programs, the Supplemental Educational 
Opportunity Grant Program (SEOG), and the College Work-Study 
Program (CW-S) 

Programs such as the PLUS Auxiliary Loan Program and the State Student 
Incentive Program are beyond the scope of this analysis^. The Federally Insured 
Student Loan (FISL) Program is not considered as part of the GSL program since the 
two are almost identical except ^at ED plays the role of the state guarantee 
agencies in FISL« FISL is also rapidly decreasing, as almost all the states have 
developed guarantee agmdes. In 19S1 FISL represented only 5 percent of total 
insured srtudent loan volume* 

The following sources of information were used to develop specifications for 
the current system: 

• Documentation from previous and ongoing Advanced Technology studies 

• Docum«itati<»i from ED and other sources 



ERLC 



DRAFT 

• Telephone interviews with ED personnel 

• Meetings with Advanced Technology personnel 

The project team specified the current systcn as accurately as possible given 
these sources of information, dividing the programs into six subsystems: 

• Pre-Appiication 

• Student Application 

• Student Eligibility Determination 

• Student Benefit Calculation 

• Fund Disbursement 

• Account Reconciliation 

These components were then subdivided into activities specific to each 
program. Then each activity was broken down into a series of steps characterized 
by input-process-output (IPO) chains. Since many subsystems and activities occur 
concurrently but differ in purpose, these steps were categorized by type of activity 
rather tfian by order of occurrence. However, each IPO chain or system step was 
treated in chronological order. "Inputs" were defined as activities that initiate a 
series of processes, '♦Processes" are activities undertaken in response to the inputs. 
"Outputs" are documents and/or actions resulting from inputs and processes and may 
be involved in subsequent steps as input activities. 

To determine program features, the project team developed a list of program 
design questions which must be answered by the legislation, regulations, policy 
decisions, and historical practices which make up any human services program that 
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This analysis considers three major components of th« postsecondary student 
aid delivery system: Pell, GSL, and Campus-Based. The Pell program is a grant 
program that entitles financially needy students to Federal grant money. GSL is a 
loan program that relies primarily on incentives to private sector lenders to provide 
low interest loans to students who may not have sufficient credit or assets to borrow 
on their own* Campus-Based includes three programs* SEOG gives schools a grant 
fund to help financially needy students pay educational costs; CW-S attempts to 
promote part-time student employment through wage subsidies for those who need 
to finance their education; and NDSL provides schools with loan funds for long-term, 
low interest loans to financially needy students. In general, these programs all tocus 
on proiTK>ting access to higher education- 

A. Overview 

These programs, while similar, are different enough to require individualized 
delivery system activities. The major similarities and differerKes are highlighted in 
the following section. 

The Pre- Application Subsystem 

SimilaritiM 

• For all three programs the institution must first establish eligibility, 
then be certified and periodically recertified as administratively capable 
and finaiicially responsible to participate in the Title IV programs^ 

# For all three programs, ED has some responsibility for forward planning, 
in particular, for promulgating program regulations, de 'eloping forms, 
and processing procedures^ 
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Dissimilarities 

• For the Campus-Sased Program, institutions must sjbmit an annual 
application to ED for funds* 

• For the GSL program, lenders must also apply for eligibility, and state 
guarantee agencies are delegated operational responsibility for some 
forward planning procedures* 

• The Pell Grant and GSL programs are quasi-entitlement* Any student 
who meets the eligibility requirements receives a Pell grant; any eligible 
student who secures a loan receives the GSL guarantee. As long as need 
is demonstrated in GSL, the student is also eligible for loan subsidies. 
Funding is established based on forecasts of eligible participants, award 
amounts, and subsidy payments tot both programs. 

The Student Application Subsystem 

Similarities 

• The institution plays a major role in student application procedures for 
all three programs. 

Dissimilarities 

• Student application procedures for Pell Grant and Campus-Based aid are 
cjssentially congruent. In fact, under Multiple Data Entry many students 
apply for these sources of aid on a single application form. 
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• Student application procedures differ substantially in the GSL program, 
with more of the burden resting with the student and the lending 
institution. 

• For the Campus-Based programs, a student must file application with the 
institution and complete a financial statement and submit it to pro- 
cessor. The Pell application process is relatively similar to 'ie Campus- 
Based. 

• All Peii Grant and many Campus-Based applications are processed by 
central need analysis organizations. No central application processing 
exists for GSL applications. 

The Student Eligibility Determination Subsystem 

Similarities 

• For all programs, the institution must certify the eligibility of the aid 
applicant prior to the disbursement of funds. 

• Nearly all student eligibility requirements are common to all three 
programs, with one important exception: graduate and professional 
students are ineligible for Pell Grants or SEOG awards. For all three 
programs, applicants must demonstrate need, although the definition of 
need varies across programs. 

Dissimilarities 

• In the Pell program institutions must validate the information on a 
sample of ai^lications selected by ED. No validation requirement was in 
effect in 1981-82 for the Campus-Based programs, although ED has 
proposed such a provision for 1 982-83. 
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Similarities 

• For ail programs, the institution either calculates or certifies the size of 
the award. 

Dissimilarities 

• The amount of latitude the institution has in award determination varies 
by program* In the Pell program the institutic»i is bound by a fedet ally 
designed Payment Schedule, a centrally calculated need index, and strict 
guidelines for determining cost of attendance. For the Campus-Based 
programs, the institution has more discretion in determining the size of 
the student's award, subject to maximums. In GSL the school determines 
award limits subject to Federal regulations and student need, but the 
actual loan amount is determined by the lender. 

• Some institutions use the Pell Grant need analysis formula to determine 
the magnitude of a student^s need for Campus-Based funds. Other need 
analysis systems used in the Campus-Based programs are roughly similar 
to the Pell Grant methodology. 

The FiMxis DisJHffsemcnt Subsystem 

Similarities 

• All three programs disburse funds to students with at lea^^t some involve- 
ment of ED and the institution. 
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Olssimilarities 

• Funds floiv from ED to the institution is similar in the Pell Grant and 
Campus-Based programs. Once accounts have been established at 
EDPMT5, ED'S disbursement agent, the institution draws funds on a cash 
request or letter of credit basis for both programs, 

• The procedures the institution uses to pay students in the Pell Grant, 
SECXl, and NDSL programs are similar: funds are disbursed by check to 
the student or by credit to the student's account at least twice a year. 

• Funds flow and disbursement requirements differ substantially for the 
CW-S and GSL programs because of the numerous actors involved. The 
Federal portion of CW-S funds is disbursed directly to the student. 
Under GSL the lender disburses funds to the stiKlent, and the Federal 
Government disburses subsidies to lenders and guaramtee agencies. 

The Account ReccwiciUation Subsystem 

Similarities 

• All three programs require some sort of reconciliation and reporting to 
ED. Each prograrn also includes some audit and/or review requirements. 

Dissimilarities 

• Procedures the institution must follow to adjust for ovwpayments in the 
SEOG, NDSL, and CW-S programs are identical, utilizing a single form. 

• Because NDSL and GSL are loan programs, collection procedures and 
requirements are roughly similar, although the focus of responsibility for 
collection lies with the institution in NDSL and with the lender in GSL. 
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• For the Campus-Based programs, the institution does not annually recon- 
cile its accounts with ED on a studcnt-by-student basis. Instead, the 
institution reports its fiscal activity in aggregate on its application for 
funds for. the subsequent year in the combined FISAP report. In the Pell 
program, ED maintains a record on each recipient, and the institution 
must reconcile its account on a per-student basis. 

• GSL account reconciliation is unique in its involvement with commercial 
banks, savings and loan assr-ciations, and guarantee agencies, and the 
elaborate system of interest subsidy, payment of special allowances, and 
reimbursement for defaults, bankruptcies, deaths, and disabilities. 

These simUarities and differences are illustrated by Figures 5 through 7, beginning 
with the application subsystem. 

The following sections present charts of the program and system features for 
the three programs. These charts, following the methodology described in Chapter 
11, provide detailed information on the characteristics describedj^^^ the previous 
section. The table on page 3-8 (Figure 8) lists the activities presented on the charts, 
highlighting similarities and differences across the three programs. 
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PELL GRANT DELIVERY SYSTEM OVERVIEW 
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CAMPUS-BASED AID DELIVERY SYSTEM 
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The follonlng chart H$t$ the Activities whlc^t if'Uhe tletlver/ suByste^s for the three program, hl^lfghtlfig acUvHfes ^\\ch are 

similar across progrws by Hnloa then op hor1iOf«i ^ rV*At% <*^**) Iridicaie w si«nar activity In that prograw cotponent. The two di<jlt 
mMhers correspond to the logical order of actWIt*^^ ^iKll^ fn^grmt tNt 5l«llar activities across progr**is iwy not have the s^ niwber. 
•Similarity," as used In this chart, refers to acttl't/ltT^T^lK^ ^^!2^4X ^pti^valent In terws of the prograw requ1rei»ents, the actors Involved, 
and the relevant system steps. The only activities iW ^\e^h^yTB^i^C4^ Across all three pro-ams are Institutional EllglblHty 
Determination, and Instltutlwial Certif Icatlcw. flUi^ t^^m ^er^es ds i tafcle of contents for the following charts. 



SUBSYSTEfl 



PELL ACTiVlTIfS 



SSI ACHHTIES 



CAWUS-BASED ACTIVITIES 



1. Pre-Appllcatloo 



f 

o 



1.1 
1.2 
L3 

L5 

1.6 

1.7 



Budget Forecastli^ 
Budget Oevelopmei^ 
Promulgation of feiEfV^Ut;ttj^i 
form Development 

Institutional Elt^jHil^^ 
Determination 
Institutional Certiti . Iki^^ 
Computer Systems It^^^'siiN 



*** 



1.5 



1.8 Contract Support 

1.9 oistHTsement Sysi^ ^l^e M 
LIO Institutional fmd\ ^1S>0\ ^^^tiotfl 



.8 



Budget Fcrecistfng 
Budget Oevelopmient 
(Vomtilgatlon of Regulations 
forms PevelOfJment 
if\ Ft^TBfS Development 
Instftutiondl EllgibflUy 
Detenelnatioft 

Institutional Certification 
tender tllglDlllty Determination 

ft* 



U Bud^t Development 

1.2 Pn»«ulgat1on of Regulations 

1,? Forms Development 

1.4 



Institutional eligibility 
Determination 

1.5 Institutional Certification 

«** 

**# 

1.6 Iw-Income School list Development 

*«* 

1.7 State At locat Ion 

*** 

1.8 Institutional Application for Funds 

*** 

1.9 Initial Institutional Allocation 

1.10 Appeal of Initial Allocation 

1.11 Final Allocation 



2. Student Application 



2.1 Student AppllcatfCM)^ 



M Student M>p1*cation 



2-1 Financial Statew^nt Processiny 
2.2 Student Application 
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FI6URC 8. TABLE OF oaiVCllY SYSTM ACTIVITIES (Contlmied) 
PaL ACTIVITIES 6SL ACTIVITIES 



CANPUS-BASEO ACTIVITIES 



3* Student EliglblHty 
Oetemiinatlon 



3.1 Student EHglbfHty 
Determination 

3.2 Validation 



3.1 Student EllglbllUy 
Oeterwl nation 



*** 



3J Student Eligibility 

Determination 
*** 

3,2 Optional Validation 



4. Student Benefit 
Calculation 



I 



4.1 Student Award Calculation (RDS) 

4.1 Determination of Loan Limits 

4.2 Student iWard Calculation (ADS) *** 

4.2 Determination of Loan Aniount 



4,1 Student Award Calculation 



S. Fund Disbursement 



FRir 
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5.1 Establishment of letta* Credit 

#** 

5.2 Establishment of Cash Request 

5.3 Disbursement to Institution 

*** 

*** 

5.4 Disbt«rsement to Student (RDS) 

*** 

5.5 Disbursement to Student (ADS) 

*** 



BEST COPY AVAILABLE 



5.1 Issuance of Promissory Hole 

*** 

5.2 Loan Deductions 

*** 

5.3 Guarantee A|>prova1 

5.4 Loan Disthirsam^t 

5.5 Interest and Special 
Allowance Payment 

5.6 Adi«in1strative Cost 
Alloi^ance Payment 



5.1 EstabllshBjent of Letter Credit 

5.2 Establishment of Cash Rei}uest 



5.3 ^ard Acceptance 

5.4 SfOG Disbursement 

5.5 nO% njsbursement 



5.6 CW S Olsbnrs«^ii«'nt 



DRAFT 



FIGURE B. TABLE OF OaiVERY SYSTEM ACTIVITIES (Contiiwed} 



SUBStSTEH fat ACTIVITIES 



6. Account RecmiclHatlofi 

6.1 Student Account Kecmc\Maiion 

**# 

6.2 InstUutlonal Account 
Reconct nation 

*** 
*** 
#** 



*** 
*** 

*#* 

6.3 Proqrm RevtM and Audit 
**♦ 





GSL Acriviries 




CAKPUS-0ASEO ACTIVITIES 








*** 


6.1 


Ifote Transfer or 








Servicing Contract 










6.1 


Sti>G Reconciliation 




**# 






6,2 


Enrollfnent Status Reporting 










6.2 


CW-S Reconciliation 


6.3 


Entrance into Grace Md/or 








Deferment Period 










6.3 


ROSL Repayt^nt 


6.4 


(tevflopaient of Repayt^t Schedule 










6.4 


Repay^nt Deferral 


6.5 


Loan Repayisent 










6.S 


HDSL Cancellation 


6.6 


Loan Defalt 










6.6 


ROSL Default 


6.7 


Loan Writeoff 




*** 




*** 


6.7 


ROSl Reconciliation 


6.8 


GA Reporting 










6.8 


Program Review and Audit 


6.9 


Lender Review 








*** 


6.9 


£0 Progr*ii Review 
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3-13 
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DRAFT 



ACTIVITY 



PfUGRAN FEATlfSS 



SUBSYSTtH STEPS 



1,1 Budget Forecasting 



I 



LI f Pro^M fs quasi-efitftlenent; 
all stuctents meetii^ ellglbHity 
ami need crlterta are entitled 
to a basic gr^t* the aaotint of 
which is determined by Mount of 
appoprlatlofis and established 
payment schedules. 

# Program Is forward funded. 

• Appropriations are determined 
am}ua)}jf by Congress* The 
estimated number of eligible 
recipients and the established 
ml n 1mm/ maximum grant award 
schedule are considered In 
determining appropriations. 



I nputs 



KM f OPPO and OPBE develop 
fund forecast model 



Processes 

f Expenditures are fore- 
cast for award year using 
estimated ninnber of 
recipients, prior grant 
award schedule, and 
previous appropriations. 

• Impact of various levels 
of funding on program 
participants Is predicted. 



Outputs 

f Bud<|*»t forec«ist 
<1evf? loped. 
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PELL OtANT CCMPONEUT 
L PRE-AfVLICATIOil SUBSTSTEH (contfrnied) 



ACiIflTY 



mSUm FEATURES 



SUBSYSTEN STEPS 



1.2 Budget Oevelofwent 



.2 # Con9ress mHis]]y (ie%erm\ne$ 
ai^proprl Jtlons according to 
specific governMnt-wide pro- 
cedures* This process is 
repeated during a fiscal year 
if ai^ropriations need to be 
adjusted* 



I 

M 

in 



imwits 

1,2.1 • DPP0/0P8E develops 
budget . 



1,?.? • EO sutxwits budqet to 
0^. 



I.e. 3 • OHB submits budget 
to Congress. 



Proces ses 

• BiMiget request Is devel- 
oped based on forecast 
aiodelf administration's 
prografwatic and fiscal 
priorities, and expecte<i 
appropriations. 

f Budget ^ppro^eit tbrougb 
OfSA. OPBE, and EO 
Secretary. 

• 0MB reviews budget. 



• Congress reviews, 
debates, revises 
budget or approves. 

• Congress appropriates 
funds. 



• Initial El) 
budget docimipfit 
developed. 



• Budget dociiim?nt 
by OHB. 

• Bu<1get 

appro^ei^^ fumiing 
level estab- 
lished, and 
funds appro- 
priated. 
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nil GRANT COKPOICIfT 
i. Pf^-APPLICATICW SUBSYSTEM (cmtlii»ed) 



ACTIVITY 



PROGRAH rEAIWES 



SUBSrSilN STEPS 



1,3 ProflRil7atlofi of 
Regulations 



ui 
I 

M 

as 



1*3 • 10 has authority to administer 
progrm and promulgate regulations* 

• Regulations include annual pro- 
gram requirements and revisions, 
eligibility and financial need 
criteria. Expected Family Contri- 
bution Schedule, and need analysis 
formula* 

• Regulations must be promulgated 



Inputs 

1.3*1 • Congress establishes 
throu^ legislation 
progrm Intent, basic 
eligibility criteria, 
authority of EU to 
administer program and 
promulgate regulations, 

L3*? • Public responds to 
published HPfm. 



1.3.3 • 0MB receives proposed 
regulations. 



Processes 

• DPPO drafts regula- 
tions 

• QPPO sends draft 
through (^SA, OPE, OPOE 
to EO Secretary for 
revision or approval. 

• EO revises proposed 
regulations as necessary. 



• OHB reviews regula- 
tions. 



(Kitputs 

• NPRH published 
in Federal Regis 
ter. 



# Proposed regu- 
lat Ions submit ted 
to 0MB. 



• 0M8- approved or 
revise<l regula- 
tions returned 
to EO, 



1,3*4 • £D submits proposed 

regulations to Congress. 



• Congress reviews 
regulations* 

i Congress either dis- 
allows regulations 
{in which case they 
are revised and resub- 
mitted) or allows them 
to stand. 



• Final regula- 
tions published 
In Tedera) Regis- 
ter annually. 
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PELL owiiT cxmmni 

1. PWE'APniCATlON SWSYSTEH (cmtfmied) 



ACTIVin 



ntOOMN FEATURES 



SUBSrSTEII STEPS 



1.4 Foriiis Oeve1op»»ent 



ui 
I 

M 



1-4 • Progrm actlvUles iwist 
be documented, 

• Forms must he developed for ^0 
refKWting, |>rcH:ess1r?g» and record- 
keeping* IncliKJIng: 

- Request for Inst Uut tonal 
EHglbflity 

- Pelt Grant Application 
' AutHof f zation Letter 

- Re(|uest for Payment 

- Student Aid Report 

- Process Report 



1.4.1 • QPPO and VPO determine 
data needed for tD 
processing and record 
keepfnvj. 



1.4.*? f FtDAC reviews forms 
and instructions. 



L4«3 • DPPO establishes 
printing ^antitles 
and submits requisitions 

to m. 



Processes 



# OPPO and DPO dotermine 
changes in forms and 
instructions. 



• FEOAC acrcept*; or 
rejects prop<)sed 
changes. 



# 6P0 del ivers forms 
to tW'PO- 



^tputs 

# Re<|uests for 
changes in forms 
and instructions 
submitted to 
FtOAC. 

• Approved forms 
returned to TO* 



• Forms delivered 
to relevant par- 
ticipants by 
DPPD. 



DRAFT 



PELL GMKT COMHMKIIT 
1. P(^-APPLICATiOI| StSSYSTIN (cofitintted) 



PROOMN FIATURES 



SUBSYSTtH SItPS 



1.5 InstUutiona? 
EMgfbilUy 
Oeterwf nation 



I 

CD 



1,5 f To administer Title IV progr^irs, 
Institutions msi be determined 
by 10 to be eligible under 
congress I ona I 1y establlsl^d cri- 
teria* 

• Different ellglbllty criteria 
are used for: 

-Traditional higher education 

Institution 
-?rapriBtary Institution 
-Postsecondary vocational 

Institution 



Input s 

l.SA f Institution coiapletes 
and sutwuits Request for 
institutional Eligibil- 
ity (EO 1059)- 



Processes 

f Eligibility and 
Agency Evaluation Staff 
(EAES) of OPt reviews 
fons and doci^wentation 
to establish eligibility 
according to legislation 
and regulations* reqtiest- 
Ing additional informa- 
tion if necessary. 



putjiuts 

f Eligibility Cer- 
tification Letter 
issued by f.AtS if 
lost itut Ion is 
eligible. 
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P£LL GRANF COHFtMENT 
h PRE-APPLICATIOI SUBSYSTEM (contimied) 



ACTIVITY 



mourn FEATUHES 



1.6 Instftutional 
CertlflcaHon 



J!*SYST|i?J!LPA_ 

Processes 



1.6 # To administer Title. IV programs, 
instftutfcms awst be certified by 
ED as administratively capable and 
financially responsible. 

• To adwinlster Title IV programs. 
Institutions wst agree to co^ly 
with legislative and requ]aior}f 
provisions* that Is, 

-To coldly with Student Assistance 
General Provisions 

-To COB^ly with Civil Rl^ts and 
Title lY regulations 

-To provide information on finan- 
cial aid programs, the institu- 
tion, and academic programs 

-To audit student financial aid 
programs biennially, using £0 

fuidelines 
0 maintain systematically 
organized records and to make 
the records available to EO 
on request* 

• Institutions must be recerti- 
fied every three years* 



1*6.1 • Institution submits 
documents and financial 
statements required 
for certification. 



1,6-? alnstitution receives 
Program Participation 
Agreement • 



1.6-3 • OCPR/ICIB receives 
Agreements 



Outputs 



• DCPR Institution and • Program Parti 



cipalion Agreemeit 
issued by ILC8 



lender Certification 
Branch (ILCB) reviews 
documents and determines to institution 
institution to be capa- 
ble and responsible. 



f Institution signs 
Agreement, agreeing to 
administer programs under 
Congress ionally and fO- 
specified conditions- 

f DCPR/ILC8 compiles 
annual ly list of insti- 
tutions certified to 
administer progr^fts- 



• Signed Agreemert 
sent to am/\lC?L 



# I 1st of cert i - 
fjt>(1 institutions 
dr\iMi^]}y estab- 
lished. 
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PELL eRANT CaHTOIIENT 
I. P«£ WVlICATIOi SOBSYSIW (contlmied) 



0 R A f f 



ACTIVITY 



rmam features 



Inputs 



S UBSYSTUI ST EPS 

Processes 



1-7 Computer Systems 
Revision 



I 

o 



i./ • Grant |>aynents to students msi 
be Mde throu^ processing methods 
established by EO. 

• EO mst maintain records on par- 
ticipating Institutions and on 
Individual ^ant recipients. 

• £0 annually wust revise processing 
systems to reflect legislative and 
adAlnlstratlve changes. 



1.7.1 • OPPO reviews computer- 
ized administrative 
systems. 



I. 7.? • OPPO or OPO tests 

revised coiBputer systems. 



• OPPO revises systems 
as needed to reflect 
legislative, regulatory, 
and btidgetary changes: 

-Develops Central Pro- 
cessing re<|ulremt»nts 

-Develops manual and 
cos^ter editing cri- 
ier I a 

-Develops standard 
response manual, form 
letters 

-l^velops Inst itut Ion 
delivery system 

-Develops P'^ll Grant 
formula requirements 

f OPPO or OPO tests 
if^llcation processing 
system^ applicant 
history corrections 
system* M0£ system, 
modifies dlsburrement 
system Interfaces* 



f Program Admin 
istrat ion and 
monitor fnq sys- 
ims revised. 



• Revised prograii! 
administrat Ion 
and monitoring 
systems tested 
and ii^lemented. 
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PELL GRANT aMHMKNT 
L PRE-AmiCATIOH SUBSYSTDI (contimted) 



ACTIVITY 



PRflgUW FEATURES 



SUBSYSTDI STEPS 



1.7 Compter Systons 
Revision 



I 

to 



1.7 • Grant p^ymeni^ to students iiust 
be made throtit^ processing mthods 
established by ED. 

• EO a^st M(nta(n records on par^ 
ticlpattnq Institutions and on 
individual grant recipients. 

• EO anmially wust revise processing 
systesis to reflect legislative and 
administrative clianges. 



Inputs 

1.7.1 f W^PO reviews computer- 
ized adwilnistrative 
systems. 



IJJ • OPPO or iWO tests 

revised computer systems. 



Pro cesses 

t DPPD revises systems 
as needed to reflect 
legislative* regulatory* 
and budgetary changes: 

-Develops Central Pro- 
cessing re«|uirements 

-Develc^s manual and 
computer edit1f»g cri- 
teria 

-Develops standard 
response manual, form 
letters 

-Develops institution 
delivery system 

-Develops Pell Grant 
formula requirements 

tOPPD or DPO tests 
application processing 
system* applicant 
history corrections 
system* Hbl system* 
modifies dlsbursef»ent 
system interfaces. 



Outputs 

• Program Admin- 
istration and 
mc^ltoring sys- 
tems revised. 



• Revised prograjn 
^dntlnUtrat Ion 
and monitoring 
systems tested 
and implemented. 
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PELL GRANT CONPOKNT 
1. PRE APPLICATIOII SOBSYSrEH (continued) 



DRAFT 



ACTIVinr 



PROGRWI FEATURES 



SUBSYSTEff STEPS 



Processes 



Qytpuis 



1.7 Computer System 
Revision (coot J 



L7,i • DPPO or DPO reviews 
applicant tape/file 
specifications. 



I 

M 



1,7.4 • dPQ reviews ROS and 
ADS dlstHJrsenient 
systems. 



K7.5 • W'O reviews ROS and 
AOS processing systems 
systems. 



• OPPO or DPO 
reviews applicant 
roster and tape 
specifications. 

• m'D or DPO 

develops eligible 
applicant fife 
specifications. 

• OPPD develops state 
rosters, 

• OPO revises ROS and 
AOS disbursement pro- 
cessing systems to 
reflect legislative, 
regulatory, and 
budgetary changes, 

• W»0 revises ROS 
accounting systems 
Progress Report - 



and 



SAR pr(\cesslng system. 

• OPO revises AOS m 
form processing system. 



Program rasters 
establ ished; 
applicant speci- 
fications devel- 
oped . 



• Revised ROS and 
AOS dlsburse^nt 
systems Imple- 
mented. 



• Revised ROS and 
AOS accounting 
and proces«;lng 
systems Imple- 
mented. 
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PELL «ANT cammnj 

I. PRE-APPLICATIOH SUBSYSTEM (conUmied) 



ACTIVITY 



nOGSUm FEATURES 



Inputs 



SUB SYSTEM STE PS 

Processes 



1.8 Contract Support 



1*8 • EO may Accomplfsh administrative 
functions throu^ contractors. 

• EO imjst obtain contract support 
throiJ9li 9overra«ent-w1de contracting 
methods and requirements* 



• DPO reviews ac^inistra- 
lion needs and current 
contract support. 



I 



l.B.Z • W*0/AMPS receives 
proposals- 



• DPO determines need 
for contract support. 

• WO obtains clear- 
ances for awarding con- 
tracts. 

• (FO develops RFPs, 
submits to WPS for 
clearance- 

• OPU/AHPS receive, 
review, evaluate pro- 
posals. 

• [W/AWS negotiate 
contract awards. 



• RFPs for 
needed cofitract 
support issue(J. 



• Contracts 
awarded for: 

'Regular 
Disburse- 
ment System 
software 

-Regular 
Disburse- 
ment System 
Data Pntry 

-Alternate 
Oistnirse- 
ment System 
support 

-PIH {f)js- 
bursemrnt ) 
system 

-Data Entry 
support 
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PELL GRANT C0KPOi€NT 
1. PRE-AWLICATIOII SUBSfSrtK (amtliwed) 



0 R A r r 



ACTIVITY 



PB06RAH FEATURES 



SISSYSTEN STEPS 



Processes 



Outputs 



1.9 Oisbursewient System 
Flaiifilfig 



1.9 • EO MSt atfcplfiister grant pro- 
grM through participating 
Institutions (Reoular Ois- 
bursewent Syste«) or »ust 
disburse funds directly to 
recipients {Alternate Ois- 
burseNient Systas)* 

• ED «ust MniiA}}y review data 
ele^nts, program forms, and 
processing procedures to reflect 
legislative and administrative 
changes . 



1.9.1 • WO reviews financial 
procedures . 



1.9.2 9 dPQ compiles data 
elements ref^ired for 
ROS program's partici- 
pating institutions. 



• W*0 obtains a}}ot- i 
ment and CANs from W 
Finance. 

• WO obtains final 
payin^nt schedule from 
f^PD and reviews payment 
scfwdule instructions. 

• OPO reviews fund 
initialization require- 
ments for ROS and revises 
as needed. 

• OPO requests stop- 
action/problem school 
list frm OCPR/ILCB. 

• OPO cowipiles list 
of institutions to be 
ftsmSeii umier ROS and 
sends list to ILC8 for 
certification. 



Financial pro- 
cedures revised 



• Reqtiired data 
obtained and 
compiled for RDS 
part icipating 
inst Itwt Ions. 
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PELL GRANT CXmPOKEUT 
1. PRE APPLICATKM SUBSYSTIN (continued) 



Acrivin 



raOGMN FEATURES 



SUBSYSTEM SRPS 



L9 Disbursement System 
Planning (cont.) 



1.9.3 • WO reviews progr^»w 
administration proce- 
iiura} steps and forms. 



Processes 



0 DPO verifies handling « Procedures 



procedures for Special 
Requests, 

• ftPO confirms EOfMiS 
processing requirements. 



est ahl ished and 
forms created for 
gram adminlstra- 
t ion. 



• DPO develops recipient 
exchange manual for ROS. 

• F^O develops AOS 
handbook . 



• DPO develops author i /a 
tlon letter form. Progress 
Report form and Instruc- 
tions for RUS. 

• DPO develops 3W and m \ 
forms and instructions for AOS. 

f DPO develops Student Vali- 
datlon Roster (SVR) procedure. 



V 
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PELL GRANT COHPtMNT 
K PRt-APPLICATIOl SUBSVSUM {contlfwed) 



ACTIVITY 



PROGRAM FEATURES 



li ycits 



SUBSY SfEW STL PS 

Processes 



.10 Institutional Funds 
Author < /at Ion 



I.IO • Institutions receive funding 
aflioiint each award y«ar based on 
annual cwgresslonal appropriation! 
and fonoula 4s developed annually 
by EO and approved by Congress. 



I. 10. I f £0 Pin Disburse- 

Bjent System determines 
by formla (considering 
congressional appropria- 
tion, number of certified 
institutions, estimated 
numljer of eligible grant 
recipients) an estimate 
of funds each institution 
re<|ulres for first quarter 
of dmarti year. 



• PIH Disbursement , 
System notif ies in- 
stitutions of Initial 
Authorization ^Hm>unt 
(threugh ID Financial 
Management Inforwat ion 
System (lOFHIS) and FD 
Payment System (EOPMfS)- 



l^itputs 

• Initial Author 
i/dtion notifica 
tion sent to 
institution. 
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nil own COMTOKPIT 
2. STlRKNT APPLICATION SUBSYSTCH 



ACTIVITY 



raOGRAIf FEATURES 



2 A Stialent Appi teat f on 



I 

to 



2.1 • Students Mst file a single 
application annually, through 
an authorized Processor » to 
receive a Pell Grant. Authorf/ed 
Proces^jrs include the Pell Grant 
Central Processor and the various 
fC£ Processors. 

• Stmient must file ^plication 
with Processor heti^een J^mary I 

S rior to the academic year and 
arch 15 of the academic year to 
be eliglbTe for a grant for each 
award year 

• Application contains demoyraphtc 
and financial data used by Pro- 
cessor and institution to determine 
eligibility and financial need. 



Inputs 

IJ • Student obtains 
appi icat Ion form. 



SUBS YSTEH S TEPS 

Processes 

• StudfTiit and/or parents 
fill out either Pell 
Grant application form 
or one of the fV)h 
appI icat ion forms , 



2,1.^ • Student *>ends com- 
pleted appHcat ion 
to appropriate 
Processor . 



Outputs 

• Appi i( at ion 
L()if»f) let ed by 
strident . 



• If application sent 
to HPr Processor, 
appropriate data are 
forwarded to Pell Grant 
Central Processor. 

• Central Processor 
passes application datd 
throiigii series of com 
pater rtieckn. 

• If appHcatiofi is deter- 
wined to be incomfilete or 
inconsistent. Central Pro- 
cessor returns to student 
for clarification. 



• Not ice of 

error/ insuf f i - 
riency sent to 
stfKieftt, if 
necessary. 
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PELL GRANI COWVICNT 
2. STUOCNT APPlICATiM SUBSVSrEM (continued) 



DRAFT 



ACTIVITY 



FflOOMN FEATUtES 



2,1 Student Application {cent J 



[fiputs 

2.1.1 • If student receives 
notice of ^rror or 
Ifisuf f k lency, student 
6f\A(or parents revise 
applications as 
requested. 



SUBSYS TDf S TEPS 

Processes 

• Student rfsuhmlts 
application to Central 
Processor. 



O utptits 

t App! leaf Ion 
passed through 
series of com- 
puter checks 
for conslstenry 
and completeness 
by Processor. 



I 

00 
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nil 6R/WT COHPWffNT 
3. STU(«NT ELlGIBlLiry OtTEfWIIWTI«9 SUBSYSTEM 



ACTIVITY 



PROGRAM FEATURES 



SUBSYSTEM STEPS 



3.1 Student EHglblfty 
Oeterwlnat Jon 



3.1 • To be eligible for a Pel! 
Grant Students must nwet basic 
eligibility criteria established 
by law and regulations: 

-U.S. citizent national or 

permanent resident 
-Wo bachelor's degree 
-Enrolled in an eligible prograis 

and institution 
-Enrolled at least half-tiwe 
-Maintain satisfactory academic 

standing 

-Owe no Title IV grant repayment 

at the S9m institution 
-Owe no Title IV loan default 

at same institution 
-Mot fully supported by a religious 

order 

-File a Statement of Educational 
Purpose 

-File a financial aid transcript 
-Oemnstrate financial need 



IfUHits 

3.1.1 • Processor retains 
application after 
checking it for com- 
pletness and consistency. 



P rocesses 

• Processor checks appli 
cation data against 
established criteria to 
determine basic eligi- 
bility. 

f Using financial data 
from application. Pro- 
cessor calculates Stu- 
dent Aid lnde< (SAf). 
indicating financial need- 



# Processor coR^i les Stu- 
dent Aid Report (SAR) for 
each applicant, indicating 
eligibility status and ^Af ^ 



OutfNJtS 

• SAR spnt to 
applicant l)y 
Processor ^ 



DRAFT 



PEU GRANT OMrONEflT 
3. STUDENT ELIGISILin OETEIMINATION SUBSVSTEH (contimied) 



ACTIVITY 



PROGRAM FEATURES 



3-1 Student fliglbjlity 
Determination (cont*) 



O 



• To be eligible for a grant, 
stiKlents msi demnstrate 
financial need exists between 
abUUy to pay for^ and cost of, 
education expenses. Congress and 
EO establish ffrtanclal need cri- 
teria: 

-Dependency status 
-Adjusted gross Income 
-Wage incorfie 

-Social Security benefits 
-Other nontaxable Income 
-Veteran's educational benefits 
-Home/buslness/lnvestwent assets 
-Cash/savlngs/check Ing 
-Federal Income taxes paid 
-Household size 

-Number attending postsecomlary 

Institution 
-Parents'/student's marital status 
-Older parent's age 
-^tedical expenses 
-Other educational expenses 
-Dependent student's Income/assets 



Inputs 

3.1,? • Student submits SAR 
to Institution in 
appi katlon for Pell 
Grant, 



SUBSYSTFN STtPS 

Processes 

• Institution reviews SAR 
data, using f ederal ly estab 
I Ished criteria. 

• Institution reviews 
applicant's SAI aqalnst 
Its es tab I ished cost of 
instruct ion. 



Outputs 

• r inal eligi 
bi lity afid ade- 
qu<ite f inane ial 
net'd for stu- 
dent apf)1 leant 
is d*>tennined 
by inst i tut ion. 
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DRAFT 



PELL fiRAMT COHPONfWT 
3, SrUDtMT ELIGfsrLITY KltRMIWllOH SUBSYSTEH {continued) 



PROGRAN FEAHIRES 



SUBSYSTEH SfEPS 



• Data subfsitted to establish 
eHgfblHty must be verified 
by the student upon retjuest of 
the institution. 



• Verifying docuisentatlon mi*st 
be supplied to Central Processor 
(If necessary) by July lb and to 
Institution by August 15 of the 
award year. 



Inputs 

3,2 A • Control Processor 

flags .V\Rs contjining 
questionable or Incon- 
sistent data for val i - 
dat itKi by inst itutiun. 



3,?,? ♦ Student receives 
validation request 
froi?i institution. 



3,^. J • Institution reviews 
verifying documentation 
dmUor revised SAR. 



Processes 

9 Institution processes 
SARs, noting those 
flagged by Processor 
for val dat ion and 
determining those 
containing question- 
able data when re- 
viewed against inst i- 
tutlonal criteria. 



• Student aiMi/or parents 
must supply verifying docu- 
mentation to Central Pro- 
cessor If requested, or to 
Institution by established 
dead 1 ine. 

t If verifying docufm'nia- 
tion Is sent to Proressor, 
Pr^essor compiles revised 
SAR and sends it to 
institution. 

• Institution deterwines 
accuracy and consistency 
of documentation. 

• Institution processes 
revised SAR- 



Outputs 

• Val iddt ion 
request issued 
by inst Hut ion 
f or 1 1 agqed or 
<]uest jonah le SARi 



• Institution 

Ci'ives docu- 
^KMitation atid/or 
revised SAR. 



• SAK is vali' 
date<l and st<f- 
dent certified 
as el igible for 
grant by 
Institution. 
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REIL 6RAMT COMPOCNT 
4. SrUKNT Kmil CALCULATION SUBSYSTEM 



DRAFT 



ACTIVITY 



PROGRAM FEATURES 



4.1 Student Award Calcula- 
tion (Regular Dis- 
bursement System) 



Inguts 



SUBS YSTEM STEPS 

Processes 



I • Institution determines grant 
asount for eligible students using 
establHbed criteria; 

-Enrolliaent status 

-Expected fMlly contributions 

-Cost of attendance 

• Congress authorizes wlnlmtfrn/ 
daxloHia grant a^ards^ SAI cutoff, 
reduction schedules. 

• EO determines Pell Grant Payment 
Schedule* Institutional funding. 



4,1.1 • Institution determines t Instlttition determines 
^nount of grant award. size of student's grant 

using ED's Pell Grant Pay^ 
ment Schedule. 

• Institution determines 
nufiAer of Individual 
(equal) disbursements. 

• Institution sends 
jward letter to student. 



4.1,? • Student receives 
a\^arii notif Ic.tlon. 



• Student signs award 
letter and returns to 
Institution. 



Outputs 

• Award fH)t If I- 
cation sent to 
student by 
Inst I tut Ion. 



f Signed award 
fptter returned 
to institution 
by student - 
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PfiL GRANT commni 

4. SrUOCNT BFNfFir CAl NATION SII8SYSRN {Continue<l) 



DRAFT 



ACTIVITY 



PftOQUH FEATURES 



SWSYSTEH STEPS 



4.? Student An^ard Calcula- 
t ion (Alternate Dis- 
bursement System) 



I 



1*2 • A relatively small number of 
students (approx. 35,000) receive 
Pell Grants under the Alternate 
Olsbursanent System. These students 
attend institutions ^ich cannot 
or choose not to calculate and 
disburse grant ati^ards. Under ADS, 
EO acts as the financial officer, 
calculating awards and issuing 
paytnents d\reci)y to the students. 



Inputs 



4,Z,I • Student sends eligible 
SA8 to 10 ADS Processor 
(along with ADS form 
.304 - sec step 5.5,1 
below) 



Processes 

• ADS Contractor 
determines amount of 
grant, using Pell Grant 
Payment Schedule. 

• AOS Contractor 
determines number 
of (11 sbursetnents to 
student . 



(Kjtputs 

f Notice of 
initial award 
amo»int and ADS 
form 304 I 
(Re<|utst for 
Additional Pay- 
ments) sent to 
student , Copies 
Sent to insti- 
tution and FO AOS 
Section. Payment 
tape also sent to 
£0 AOS Sei lion. 



DRAFF 



Plii GRANT C(»rOflENT 
5. FIMOS DISSORStHlNT SUBSYSTEM 



ACrilfIfY 



6.1 Establ isfiwient of 
Letter of Credit 



PROQtAH FEATURES 



S.2 Establishment of Cash 
Recjiiest Systeffi 



Inputs 

5.1 # Instf tutfons may choose to receive S.l.l • Institution requests 
fe<tera1 pay^nts through the tetter letter of Credit pay- 

of Credit paywient method. EO authorizes ment method from id, 
the Institution to dran^ funds as needed 
(up to the established ceiling) from: 

-Federal Reserve System 
-Federal Reserve Banic 
-Local connercial bank 

5.Z • Institutions may choose to receive 5.^.1 • Institution requests a FOPHTS processes 



SUBSYSTEM STEPS 

Processes 

• i:W*MTS makes special 
arrangements with Federal 
Reserve or local HtA to 
handle institution's 
account . 



Outputs 

a Account estab- 
lished. 



federd] pay«iefits through the 
Cash Request System paymni 
method. ED authorfies fnsti tui- 
tions to draw funds monthly, 
directly from the Federal Govern- 
ment, under gofdeHneS: 

'Institutions must request funds 
needed; funds are not advanced 
automatically* 

-Cash Request System is for all 
programs EDPHTS administers, not 
Pell Grants only. 

-Amount of each request cannot 
exceed combined grant author i /a- 
tiort minus all previous monthly 
payiments received for award year. 



Cash Re<|uest System 
paywent method and 
submits Initial Request 
for Funds and Recipi- 
ent Cash Advance For«i 
(EO 874), 



request, autiiorizes 
payment, notifies 
Treasury. 



• Cash Reqi/est 
System mt^thod 
established ami 
initial payment 
authorized. 
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nil GRANT COHPOHEUT 
i. fimS DIS84JRSUCIIT SlASfSTEM 



D R A f I 



ACrUITY 



nomm fcatures 



5. J Disbursement 
Institutions 



to 



I 

Ul 

tn 



IntHjts 

5-3 • ED fiiust disburse payments to par- 5.3.1 • If Institution sub 
tlclpatln9 Institutions at specified mits Initial Request 

tlnies durlirg the Mrd year for for funds through 

Implementation of the progr^. Letter of Credit 

method, £nPMIS pro- 

• Institutions most request payrm-'nt cesses request, 
from to through established letter 

of Credit or Cash Request System 
methods « 

• [hder RDS, Institutions adtoinlster 
progrM and Mke grant payments to 
students. 



• titutlons required to submit 
progress reports and collected 
SARs to to on October 31, 
february ?8» and June 30 of each 
a^ii^rd year. 

• Progress Report shoi^s: 

-Actual demmi for funds as reflected 
by number of eligible recipients for 
quarter 

-Actual funds allocated 

-Actual grant funds paid to students 



Prqcessjrs 

# IWHIS notifies 
Treasury and 
institltion. 

f Treasury processes 
and authorizes letter of 
Credit to appropriate 
financial agency. 



t Treasury processes 
and authorizes Letter of 
Credit to appropriate 
financial agency. 



S.3.? • If institution submits • EOPHTS processes 



Initial Request for 
funds through Cash 
Request System (accom- 
panied by Recipient 
Cash Advance Form- 

rn 874). 



request. 

• EDPMfS notifies 
institution of initial 
payment amount. 

# EW^TS notifies 
Jrea%ury of initial pay- 
ment an^iunt. 

f Treasury cuts 
initial payment 
to Institution. 



Out{Hits 

• I etter of 
Credit received 
hy f inane ial 
agency which 
author i/es expen- 
ditures up to 
cei 1 ing for 
spec If ied period 
for instltitlon. 



• fnllral funding 
rt»(:eived by 
inst i tut ion. 



7u 
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DRAFT 



PELL SRAIIT CflMPOHEMT 
5. fmoS OISBWSEfCMT SlSSYSTCN (Contimied) 



PROGRAM FEATURES 



5,3 Oi5burse»i>ent 
Inst ttut)o< 



/ 



f 



• The q«jdrterly fund disbursement, 
process may W i»^I«8ented on an a< hoc 
basis for any quarter iihen an Instftu- 
tlon firtds funds are not sufficient to 
c^rry out tbe program until the next 
regularly scheduled adjustment- To 
receive Interln funding, the InstUiitlon 
submits an Ad Hoc Progress Report and 
SARs to ID. 



Inputs 

5.3.3 • Institution receives 



suesYsrcif s rtps 

Processes 
Institution makes grant 



Initial dlsbursetwent. payments to students. 



5.3.4 



• f.O receives quarterly 
reports . 



5.3.5 • Institution receives 
Adjusted Authorisation. 



5.3.6 • ED receives quarterly 
payment request and 
reports. 



• PIM (Disbursement) 
System process Progress 
Report, notifies Institu- 
tion of Adjusted Authori- 
zation for next quarter 
(through EWHIS and £Wns). 

• institution completes 
Periodic Request for TuniH 
and Recipient Report of 
Expenditures (ED 868). 

• Cash Request System 
Institution also rompleles 
Cash Reconciliation State- 
ment. 

• EDPMrS processes request 
through Letter of Credit or 
Cash Ri^quest System: 

-fcWUfS authorizes pay- 
ment 

-EW^MIS notifies Treasury 
and Institution 

f Treasury authorizes 
Letter of Cmlit or make< 
direct payment. 



Outputs 

• Quarterly Prog 
ress Reports and 
to to by insti- 
tution 

• SubseqtJent 
authorizations 
determined by 

to. 



• Periodic 
funding sub- 
mitted to EU 
by Institutions. 



• fnstUutlon 
receives sub- 
sequent funding. 
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PELL GAANI COMWMUT 
5. FUHOS DISBURS Htur SUBSYSTEM (Continued) 



ACTIVITY 



PftOGRAN FEATURES 



5.4 Disbursement to 
Student (ROS) 



CO 

I 



S.^> Dtsbfirstwnt to 
Student (AOS) 



5.4 0 IMder ROS. Institution wakes 
grant paywent to student by check, 
by crediting account, or both. 



0 PaymerM msi be disbursed at 
least ti*1ce a year. 

5.5 0 ikyder AOS. £0 makes grant pt^yment 
directly to student through 11. S, 
Treasury. 

0 Payment must be disbursed at 
least turice a year. 



Ir^uts 

5.4.1 0 Institution receives 
signed award letter. 



.M5T1^£?1. STEPS 

Proce sses 

0 Institution disburses 
grant ^^tard payinent to 
student by check, by 
crediting student's account, 
or both. 



S.5.1 0 Student submits 

"Request for Payjtjent 
of Pelf Grant** 
(ED form 304) to 
institution for 
initial payment, 
and periodically sub- 
mits ID ^orm J04-1 to 
institution for subse- 
quent payments. 

5.5.^ 0 id ADS Section 
forwards tape to 
Ll)Ff1TS (see step 4,/.! 
above ) . 



o Inst i tut iofi ver if ies 
sttident attendance by 
completing Part 8 of 
EH 304 or 304-1. 



0 tOPHIS reviews tape 
and submits it to Treasury. 

o Treasuf y ctjts check 
and sends to student. 



Outputs 

o student 
receives Poll 
Grant payrmrnts, 



o Inst f tut ion 
sutMnits U) 304 
or 304-1 to 
ADS Cof>tra« tor . 



o Stfideift 
receives Pell 
Grant payim'nt . 
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PELL GRANT C»rOMENT 
6. ACCOUNT REC(NICILIATI(»f Sl»SYST£M 



0 H A F T 



ACTIVITY 



PROGRAM FEATURES 



,1 Student Account 
Recofici nation* 



I 

00 



Inpu ts 



StWSYSTEH STEPS 

Processes 



, 1 f Institution must maintain 
accurate accounting records of 
dfsburse^nts. 

• Institution must maintain 
records on each grant rec If^ient 
for each award year. 

0 Institution Is liable for over- 
payments to students and must 
collect overpaywnt or reconcile 
from cmn funds ^ 



6.1 



.1 • Institution »ia1ntains 
records of payments and 
cotnpiles records of grant 
a¥fard recipients for 
diMf^rd year. 



6.1 t If institution makes 
overpayment to student 
due to change in enroll- 
fnent status* etc., insti- 
tution must recover 
overpayment . 



• At end of avawd 
year, inst i tut ion and 
reviewrs records deter- 
mines grant amoimt dis- 
bursed to each recipi- 
ent Is correct . 

f Inst itut ion may 

- Adjust subse- 
quent disburse- 
ments during award 
year 

- Contact recipient 
and collect over- 
payment 

- Refer case to ED 
for resolution. 



Outputs 

• Institution 
closes student 
account for 
award year. 



• Institution 
recunc i les 
account for 
each recipient 



or institution reconcile 
overpayment fr(Kn insti 
tutional "unds. 



♦The student account reconciliation 
is the actor under AOS. 



process is the same for ADS students as for RDS students, except fO, not the institutiof), 



ERLC 
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PEll GkMJ COMPWttHT 
6. ACCOUHT RFXOtiClLIATION SWSYSTEN (Contimied) 



Acriviry 



PROGRAM FEArURES 



6,Z Instttutional Account 
Reconciliation 



I 



6.2 • fnstUut>in must maintain 
accounting records and recipi- 
ent records for the award year. 

• Institution nwst report all 
progrm expenditures to f.D at 
end of ai$ar6 year, 

• Institution most account for 
all expenditures at end of 
award year. 

• ED reconciles institution's 
account at the end of each aif4drd 
year by producing a Student 
Validation Roster (SVR) 

»^ich 

-Collects adjustments ami 
corrections to data originally 
provi<lfid ai SARs 

-Obtains institutional veri- 
fication of iwount of Pell 
funds actually disbursed to 
each recipient 

-Reconciles institutfona! 
expenditures of Pell funds 



Itrputs 



Processes 



6.2,1 • Institution submits t^nd 
of awdrd year Proiiress 
Report to tO. 



6.2.2 • Institution receives 
initial SVR from ID, 



6.2.3 • to receives verified 
SVR from institution. 



Outputs 



• PIMS produces initi*il 
Student Validation 
Roster (SVR) based on 
institution's submis- 
sion of SARs and Prog 
ress Reports to date. 

• Inst itut ion verifies 
or corrects data on 

SVR based on own records. 

• PlHS processes f inal 
SVR, notifies Institu 
tlon of account recon- 
ciliation (through 
EO^'MIS and EOf^lS). 



• Initidl SVR 

issued to 
Inst itut inn . 



sent to M). 



• fm^MfS closes 
Inst itut ion's 
account . 
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PEIL 6RAHf COHPOHflil 
ACCOWHF RECOWCIIIAFIWI SUBSYSTfH 



0 R A F r 



Acuviiy 



^. 3 Pf otjr am Review and 
Auif i t 



PROGMM FEATURES 



I 

4^ 

O 



6,3 • To administer pro^rm^ institu- 
tfon must agree to maintain accur 
ate records, to audit prograin 
expenditures biennially, and to 
make records available upon 
request to £0. 

• ED legally authorized to con- 
duct f\tianc\a\ audit and proyr dm 
review. 



Inputs 

5,1,1 • ED init iatt'S atid it/ 
proyr am rev iew - 



StWISYSTEH SI EPS 

Processes 

• Inst itut ion suppl it's 
f inane iai/pr oyr am 
records as reiiuired. 

• f 0 rov ipw<; records 
for acfui iicy, corr. is - 
tency, completeness, 
and cofupliance witft law. 



6.3.^' • Institution reteives 
LD report. 



• Inst i tul ion makes 
necessary pro<jrafn 
changes, f1 nam la I 
rest Itut ions 
{if required). 



Outputs 

• i't {u|r am rev iew/ 
add i t repo? t 
isstied hy \ I), 



• inst i f i/t ion's 
proqraifi jnd 
e'(pen<l i tures 
r ev ised , 



DRAFT 



C. THE GSL PROGRAM DELIVERY SYSTEM COMPONENT 
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GSL COWOtCNT 
K PRE-APPLICATIOH SUBSYSTEM 



ACTIVITY 



PfCOGRAN FEATURES 



SUBSYSTEM STEPS 



LI Budget forecast fng 



t 

to 



lA • Program Is (^«s1 -entitlement; 
all students nieeting eligibility 
rei^ulrenents are entitled to 
}oan guarantee^ and all students 
wfio demnstrate need are entitled 
to loan subsidies. However, the 
student Is responsible for 
locating a loan source. 

» Appropriations are determined 
annually by Congress and adjusted 
nrfien necessary. Appropriations 
are determined by Interest and 
special allowance rates which are 
set 3f}nua}]y and by forecasts of 
loan volume and def ault/wrl te-of f 
rates. 



Processes 



\AA t Division of Policy and • Fxpendltures Me fore- 
Proi}rm Development (OPPO) cast for award ye^ir 



Outputs 

• Rtidjt'l iortu ^<»i 
(levp Inprd, 



and Office of Planning, 
Budget, and Fvaluat Ion 
(OPBE) develop fund 
foreci^st moilel. 



using possible Interest 
and special allowance 
rates, estimates of loan 
volume, and est irritates of 
default and write-off 
rates. 



ERIC 
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i. PRE-APPLICATION SUBSYSTEM (Contimed) 



ACTIVITY 



U2 Budget Development 



mSGSUm FEATURES 



Sl»SYSTElf STEPS 



1.2 9 Congress amiually determines 
appropri at fons according to 
specific governweflt-wide 
procedures. This process Is 
repeated during a fUcal year 
If appropriations need to be 
adjusted. 

• See features listed under 
I A above* 



Iiyu ts 

1.2.1 # [)PPO/(^BE develops 

budget based on estioiates 
fror« forecast model and 
on interest and special 
allowance rates chosen to 
fit policy decisions and 
priorities* 

• £0 sutwiUs budget to 
OMO, 

L2.3 • m submits A<klnls- 
trat Ion's budget to 
Congress* 



Processes 

f Budget approved 
through OFSh, OPOE, 
and to Secretary* 



Outputs 

# Initial £0 
budget d^K'ument 
ccmpleted* 



• 0MB reviews and revises 
or approves budgt^t * 

• Congress reviews, 
debates, revises, or 
approved budget. 

• Congress appro- 
priates funds* 



• Budget <}ocuffvt:^nt 
rev f sed/approved . 

• Budget fipproved 
and funding level 
established and 
funds appropri- 
ated. 
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eSL CONPCMENT 
I. PflE-APPLICATI«l SOBSYSTEH (Contfmied) 



DRAFT 



Acnvirr 



PROGRAM FEATURES 



L3 Promulgation of 
Regulations 



I 



1.3 • ED has aaihorSty to 9(im\' Ister 
proqrm and promulgate regu- 
lations. 

• Regulations msi be proms}* 
gated ^nnua))yt covering proqrai9 
features such as Interest rates, 
need analysts algorithm, fa«il 1y 
contribution schedule, data 
Hews rei9u1red, and procedures. 



Inptits 

1.3.1 t Congress establishes 
through legislation: 
program Intent, basic 
i^llglbflHy criteria, 
authority of £0 to 
actainlster program, 
and priwmilgate regtf- 
I at Ions. 

1.3.? • Public responds to 
published WRM. 



1-3.3 • 0M8 receives proposed 
regulat Ions. 



1.3.4 # 10 SiibwUs proposed 

regtilatlons to Congress, 



SUSS rSTEW STEPS 

Processes 

• OPPd drafts regula- 
1 at ions. 

• OPPO sends draft 
through OfSA, OPE, OPBE 
to ED Secretary for 
revision or approval. 



• EO revises proposed 
regulations as necessary. 



• JM8 revises or 
regulat Ions. 



approves 



• Congress reviews 
regulat ions 

• Congress either dis- 
allows regulations (In 
which case they are 
revised and resub- 
mitted) or allows them 
to st^d. 



ftltjKjtS 

• HP\m published 
In Federal 
ReiiTsterl>y ft). 



• Proposed regu- 
lations sijbfultted 
to 0MB by £0. 

• DHS- approved 
reg flat Ions 
returned to EO. 

t F Inal regtila- 
tlons published 
In Federal 



Register . 
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6SL COHPCMNT 
\. PRE-APPLICATIOli SUBSYSTtM (Conttmied) 



ntXSUm FEATUMS 



1.4 Forms OeveJopnient 



I 



1.4 • Progrma activities must be 
docuniented. 

• Forms must be developed for 
CO rei>ortifi9, processing and 
recordkeeping* including 
Re<|iiest for Interest and Special 
Atlon^ance Payments, &A Quarterly 
Report t School Confirmation 
Report » and Reqtiest for Insti- 
tutional Eligibility. 

a EO is re .aired to maintain 
somary statistics on program, 
to calculate interest and special 
allowance subsidies, and to 
process claims wider reinsurance 
provisions* etc. 



1.4.1 9 OPPO and W^O determine 
data needed for ED 
processing and record- 
keeping. 



^SYH|H.SI£f S 

Pr oces ses 

t DPPO and DPO determine 
changes in forms and 
instructions* 



1.4.2 • ftDAC reviews foras 
Instructions- 

1.4.3 • DPPD estab1isiH?s print- 
ing quantities and sub- 
mits requisition to QPQ. 



• FEDAC accepts or 
rejects' proposed changes 



• GPO delivers forms 
DPPD. 



to 



Outputs 

f Retfuests for 
changes in forms 
and instructions 
suimiitted to 
rtDAC, 

• Approved forms 
returned to f-O. 

• forms delivered 
to relevant par- 
ticipants hy 
OPPO. 
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GSL COKPONCtfT 
i« PM:-APPLICATKW SUBSYSTEN (Cofitimied) 



ACTIflTY 



mOGRAM FEAfUKS 



,5 GA Forms 
Oevelopment 



I 



l.S 0 Jhe State Guarantee Agency (GA) 
Is the authorized f^ra) agent 
for GSL and 4$ given resfwnsf- 
billty for actlmi as a middleman 
bet«reen lenders* 1nstUiit(ons» 
and CD, GA 4s required to keep 
deta41ed program statistics and 
to process applications^ Insur- 
ance guarantees, claims, etc. 



fiHwits 

L5.I t OPPd and fH>0 deter- 
mine data Items for 
GA forms according to 
regulat Ions. 



SUBSYSTEM STEPS 

P rocesse s 

0 GA designs forms for 
Hs use that include 
mandated data llptns. 
Including student 
application form and 
Lender Transaction 
Statements (LTS). 



Outputs 

• GA forms are 
published and 
distributed. 



,6 Institutional 
f llglblHty 
Determination 



,6 f To a<te4n1ster Title IV pro- 
grams» mstttutlons must he det^'r- 
mined by ED to be eligible under 
congress i(»ia11y established 
criteria. 

• Different eligibility criteria 
are used for; 

" Traditional higher education 

institutions 
- Proprietary Institutions 
" Postsecondary vocational 

Institutions. 



1,6.1 f Institution con^letes 
and submits Request for 
Institutional Eligi- 
bility (£0 1059). 



$ Eligibility and Agency 
Evaluation Staff (EAfS) 
of OPE review form and 
documentation to 
establish eligibility 
according to legisla- 
tion and regulations, 
requesting additional 
Information if necessary. 



• Lngihiilty 
Certif it^non 
Letter issued 
io inst itut Ion 
eligible. 
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GSL COWONINT 
1- P»-APPLIDITIOII SUBSySTtM (Cootfmied) 



ACTIVITY 



PKOOtAPf FEATURES 



.7 InstUutHn 
Certif kat ion 



In^ts 

1.7*1 • To Mktinisier Title IV programs, l«7.l • Institution sut>mUs 
{nStUutiofis mst he certified docunvnts and financial 

by ID as administratively cap- stat*?fflenl$ reqiilred for 

able and financially responsible. certification. 



f 



• To administer Title IV programs, 
institutions must agree to coinply 
with legislative and regulatory 
provisions, that ts: 

• To coa^ly with Student Assis- 
tance Gweral Provisions 

- To comply with Civil Rights 
ami Title IV regolations 

- To provide information on 
financial aid programs^ the 
institution, and academic 
programs 

^ To audit student financial 
aid progtM^ biennially* 
using CO guidel ines 

- To maintain systemtatically 
organized records and to make 
the records available to ED 
upon rei^st 

- To be recertified every 
three years* 



• institution receives 
Progvm Participation 
Agreement, 



1.7.3 



f lafl/DCPR 
agreeiflents. 



rece i ves 



5«SySTW STEPS 

Processes 

• Institution and lender 
Certification Br dJich 
(ILCB) of DCPR reviei^s 
docuffients and dett?rmirfes 
institution to be cap- 
able and respon<; ihle. 

• Institution signs Agree- 
(Rent, agreeing to ac^in- 
ister programs under 
congress ionally and ID- 
speci^ied condft ions. 

• ICIB/DCPR compiles 
list of institut ions 
certified to administer 
programs. 



Outputs 

f Progr«jffl P^rtl- 
pat ion Agf et»trtont 
issued to 
institution if 
el ^gil)le. 



f S1gnr»d Agr't'f»- 
ment sent to 
ICLR/DCPR. 



• Annual list 
cert if ied 
inst itut Ions 
est dhl ished. 



of 
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6SL COHPmm 
1. PR£-AmiCATfON SUBSYSTEM (Contimed) 



ACTIVITY PfWOWl fEATUttS SUBSYSTEg STEPS . 

Inputs P rocess es ^^.pyl? 

1.8 Lender EHgibUlty L8 • GA is th« authorized federa) 1.8.1 e lender applies to GA • GA reviews application • f t^iulrr cm- 

Deterwinat Ion agent for GSL and Is ret^lrcd for GSl eligibility. and approves or dis- tract negotiated 

to inaiiUor lenders. approves eHgibiMty. by lender an<l CiA 

If I 'Md*»r »s 

• LenckfTS laost aieet eligibility eliqihU*. 
criteria and agree to coiiiply with 
recordkeeping and reporting 
reqtilrefaents* 



* Schools may be lenders of last 
resortf or have an origination 
relationship n^here the school 
distributes loan funds from 
lenders. EHglblHty require- 
ments differ for lenders nrho are 
schools rather than private 
organizations. 
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GSL C0MPOIKNT 
2. STIBEUT APaiCAHOH SUBSYSTEH 



ACTIfin 



PROGRM FEATURES 



SUBSrSTtH STEPS 



2,\ Student Application* 



CO 

I 

U7 



,1 • M Is the authorized Federal 
agent for GSL «nd re$>Ofis1ble 
designing student applications 
which Include undated data Items. 

f Student H required to simply 
personal financial data to 
determine eligibility for loan 
guarantee and to detaonstrate 
need for loan subsidies. 

• School Is required to supply 
enrol li»ent, other aid, cost 

of attendance and eligibility 
Infortoatloo for 9m^r6 calcula- 
tion, and to verify enroltwent 
status* 

# Lender Is required to st^ply 
Inforwatlon on amount of loan. 



2.1.1 • Student obtains appli- 
cation from GA, lender, 
or school . 



2A.I • School fills out 
relevant port Ion of 
appi Icatlon. 



2.1.3 • Lender retains appH 
caUon after deter- 
mining award aojount. 



Processes 

• Student fills out 
relevant portion of 
application.** 



• School ver If ies 
enrol Iment Inf ormat lon< 



• lender fills out 
relevant por* Ion of 
application If loan 
Is approved. 



• Application is 
submitted to 
eligible school 
by student. 

• AppI lc<it Ion Is 
returned to stu- 
dint, or retained 
by schiKi I , 



• Completed 
appi h at lop 
tem^lOf dr 1 ly 
retained hy 
lender (see 
Step 5,3.1). 



IS 



Certain eligibility determination and ^m^r^ calculation steps occur concurrently with these application steps. 
These Items are c(%^^r^^ under the relevant compo«ients on the following pages. 

•Student Is responsible for notifying lender If application Information changes. 



ERIC 
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GSL CONPOfCfll 
3. STUKHr ELIGIBILITY DET£millATIOM Sa8SY$T£M 



ACTIVITY 



(WXKAN FEATURES 



A Student 
Eligibility 
Determination 



I 

o 



.1 • School fs responsible for 
detennlnfng student eligibility 
for loan guarantee and loan 
guarantee and loan subsidy* 

• To be eligible for a loan 
guarantee, students «ust meet 
basic eliglbllUy criteria 
established by law and regu- 
lations: 

- U«S. citizen, national, or 
penwneni resident 

- Enrolled In eligible program 
and Institution 

- Enrolled at least ha1f-t1i»e 

- Maintain satisfactory academic 
standing 

- (hm no Title IV grant repa>i9ent 
at the same institution 

- no Title iV loan default 
at the saioe institution 

- ffot have outstanding GSL loans 
that exceed Mxif'i^ims established 
by law 

- File a Statej»ent of Educational 
Purpose 

- File a financial aid transcript. 



ifyuts 

3.1,1 • School retains appli- 
cation after fulfilling 
Us responsibilities 
under the application 
co(nf>onent * 



SOTSYSTW^STEPS 

Processes 

f School reviews appll 
cation for c«wp1ianre 
with foandated eligibil 
ity criteria. 



• Student el igi- 
bi H ty far loan 
gjMi antFf? \<, 
determined. 



ERLC 
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GSL CONPOr^MT 

3. STWCMT aiGlBILlTV KTCicnmATKM SUBSYSTEM (Continued) 
ACTIVin HIOSMH FMTWES S(«Sysr£M STEPS 



I nf^i s P rocesse s ^^F^^^ 

3.1 Student EHglbUity 3,1 • To tie eligible for a loan 3,1.? # School reviews a^/pH- • If AGI Is wore than • StdcJent eliiji 

Oeterwfnatlon (cont.) subsidy, a student «ust dewn- cation for defm)nstratlon $30,000, school applies bjlUy for loan 

strate need, fteed Is assuwetl of need. approved needs analysis subsidies Is 

if A61 is less than $30,000. test; otherwise, need Is detfrmiijed. 

If AG! exceeds $W,000, an assumed to exist, 
approved needs analysis test 
mjst be applied to determine 
need • 



-'a 



\ 
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6$L COHPOIIEHT 
4* SnmENT KItCFir CALCtR^AriOH SUBSYSTEM 



ACTIflTY 



PROGIUN FCATUKS 



SUBSYSfEM STEPS 



4*1 Determfnatfon of 
loan Liflilts 



I 



1 t Program sets yearly and aggre- 
gate Mxliouns for loans, as 
well as a ^Inlfsam {which can 
be negotiated by student and 
lender)* NaxImtM Is reduced 
according to lack of demon- 
strated need. NaximtMis vary 
depending on i^ther or not 
the school Is the leniter. 

,f School Is responsible for 
detemilnlng loan 8iax1»ums and 
iii{n1iiiufl»s» stibject to prograM^ 
re<^1renents. 



Inputs 

4.1*1 • School retains appli- 
cation after determining 
student eligibility- 



Processes 



• School determines 
max1mi« loan *m)iint sub- 
ject to need and other 
mandated criteria* 



Outputs 

• Application 
and loan limit 
Information are 
returned to 
stiwlent or 
retained by 
school * 



4.? Determination of 
loan Amount 



.2 • Student (s responsible for 
finding available loan capital, 
althou^ school and 6A may 
provide assistance. 

• lender has discretion in 
determining loan amounts subject 
to maxlmun, and in approving 
Indlvlifaal applications. 

• Schools may be lenders of last 
resort, or have an origination 
relatioftship where the school 
distributes loan fimds from 
lenders* 



4,?-l • Eligible student sub- 
mits application to one 
or more eligible lenders^ 
or to school if school 
Is a lender or has an 
origination relationship 
ivith tenders. 



# lender or school deter- 
mines loan amount (if 
any) subject to limits* 



• Studi'nt is 
not if ied of 
dec Is ion- 
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5. FtM) OISSURSCftfUT SiWSYSTFH 



ACTIVITY 



PROGRAM FEATURES 



5-1 U;uance of 
Pr mis^ory Hole 



I 



5.Z loan Deductions 



S.3 Guarantee Approval 



Inputs 



5.1 • Prooiissary note must be signed 5«L1 
by stiK^nt and must Include 
Infonnatlof) on loan conditions, 
on repa>«ient schedule, and on 
truth In Iend1n9 requirements. 
Student must also agree that 
money mill be used only for 
educational purposes. 



• lender may retain to 5t of 
loan principle to offset sub- 
sequent Fe<tera1 special allow- 
ance pa>ments. 

• lender may deduct Insurance pre- 
mium from face value of loan If 
required by 6A. Premium my not 
exceed 1% of loan principle multi- 
plied by the length of the student's 
enrollment and grace period. 

• loan status must be reported to 
GA and £D. 



5.3 • GA is the authorized Federal 
agent dnd provides loan insur- 
ance subject to prograa require- 
ments. 



• Lender approves 
student loan. 



_§^lT>itH_§TI?^ 

Processes 

ff lender develops 
promissory note. 

• Student sfons note. 



# lender may deduct 
origination fee and/ 
or insurance premiufn 
from face value of loan. 



5* J J • lemler submits com- 
pleted application 
to GA. 



• lender completes loan 
Transaction Statet^nt 
(ITS) to report loan 
activities. 



# GA reviews application 
for cos^llance wltti 
program requirements. 



# 6A approves 
approves loan 
guarantee. 



or dl$- 



Outputs 

f Signed promis- 
sory note Is 
retained by 
lender. 



# IIS and Insur- 
ance premium 
submitted to GA 
by lender. 



# Application Is 
returned to 
lendpr and 
student, school 
and lender are 
not if led of 
decision. 
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6SL COWWHT 
5. FWW 0IS8URS£«:ilT SUBStSTEN (Ccntlmied) 



ACTIVITY 



PWmm FEATURES 



SU8SVSTCH STEPS 



S.4 Loan Olsbursewent 



to 
I 

4^ 



5.4 f Loan disbursement Is required 
at least oiKe per year, jnore 
often if loan exceeds certain 
amounts. 

• School can retain Us portion 
of loan fimds with student 
approval; othenilse, funds go 
to student. 

f Student iwust maintain enrollment 
status to receive funds. 



Input s 

5,4,1 • lender Issues check to 
student, or to school 
and student, wUh 
witten permission from 
student. Check Is Edited 
to student or school ^ 



Processes 

f If citeck Is maUed to 
scttcol and Is payable 
to student only, school 
gives check to student. 

f If ch€ck is mailed to 
school and Is payable to 
student and school, school 
gets student's endorse- 
ment, cashes check, retains 
school portion, and gives 
remaining funds to student. 



Outputs 

• Check cashed 
by student or 
returntNl to tO. 



• If check Is mailed to 
student, student receives 
check. 



# If student (Uies not enroll 
in school, schcMil returns 
check to fO. 
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DRAFT 



mourn funms 



SUBSYSTZfl STtPS 



5.5 Interest and Special 
Allowance Payment 



ui 
f 

i/1 



S.SW ffoteholder fs entUted to Fed- 
eral pajfwent of Interest djtrlng 
UtM^t enrollments ^ace and 
defennent periods to Si^sldize 
student lom costs* AnKMint paid 
depends on t4ien loan was i«ad<>« 
Student need Mst be demon- 
strated for 1o4fi to receive 
Subsidy. 

# Noteliolder is entitled to Fed- 
eral pa>iiient of specie! allow- 
ance over the life of the loan. 
Amount paid depends on when 
loan MAS Mde* on Treasury Sill 
rates^ and on fonwila set by 
regulations* 

• Moteliol(^ nust request special 
a1 loi^ance and interest subsidies 
from ED» reporting iMndated data. 
Requests may be submitted annual ly, 
semi -annua tty, or quarterly* 



Inputs 

5.5.1 9 IkJteholder or servicing 
a^f^rit submits Lenders 
Re(|iiest for Interest and 
Special Allowance (EO 
form 799 and relevant 
supplements) to SMA for 
interest and special 
allowance payments* 



5.5*2 t 8CS or T0S reviews 799 
for coif^leteness and 
accuracy. 



5*5*3 m IBS prepares payment 
voucher. 



Processes 

• SMA performs edits and 
validat'ofi and enters 
data. 



• 8CS or TBS <ietermlned 
amount of payment. 



• Voucher submitted to 
EP Finance* 

• CD Finance sends 
voucher to Treasury. 

• Treasury transfers 
fumis to note owner. 



OutfKl^tS 

• n^ta forw».rdfcd 
to Bi.*: paymtmt 
can he Pi.aciMne 
pf ocessed, or to 
TBS if fliamial 
proce*iSlng Is 
required. 



• If BCS did 
processing, pay- 
ment tape for- 
warded to TBS; 
if IBS did 
processing, 
payment infor- 
mation retained 
by TBS* 



• TBS notified of 
f\md transfers. 



1 1 8 
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GSL COMPOf^NT 
5. FUND OIS»(«S£NENT SUBSYSTEM (Conttnued) 



ACTIVin 



PROGWVf FEATURES 



SUBSYSTEM STEPS 



5.6 Adwlnistratlve Cost 
Allowance Payment 



5.6 # GA My receive an Adminis- 
trative Co t Allowance (ACA) 
of up to U of the principle 
to cover operating expenditures. 
Request My be sent In quar- 
terly and must t>e Justif ied« 



I fiputs 

5.6.1 • 6A submits Adminis- 
trative Cost Allow- 
ance (ACA) application 
to to. 



Processes 



Outputs 



I 



• EO reviews ACA request. • Funds trans 

ferred to GA. 

• If approved, EO suNults 
payfient voucher to £0 
Finance, 

• EO finance sends voucher 
to Treasury. 



ERIC 
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6SL COHPOMENT 
6. ACCOUNT f^OMCILlATKM SUBSYSUN 



ACTIWITT 



nOGUm FEAT1KES 



SUBSTSTEH STEPS 



6*1 ^lote Transfer and/or 
Servicing Contract 



6.1 t Sim and other participant 
organizations are authorized 
to provlcte a secomlary market 
for student loans* 

• Lenders may use standard 
loan servicing practices. 



I nput s 



6,1,1 • Lender may sell or 
warehouse loan In 
secondary market and/ 
or ct^fitract out ser- 
vic fng f unct ion. 



Processes 

t Lender completes LTS 
form to report loan 
actions. 



Outputs 

t L rS K sufj 
mitteif to GA, 



6,2 Enrol Iment Status 
Report ing 



6*2 • £0 pays note oi^ner for loan 
Interest *^lt♦le eligible student 
H enrolled In school at least 
half-time. 



6.2.1 t BCS generates School 
Confirmation Report 
(SCR) and submits to £0, 



• tn sends SCR to 
schools 



t Enrol ffm>nt 
inf ormat ion 
updated by 
school , 



• Enrol Inent status must be 
reported semi-annually. 

• Student must enroll In 
school to receive loan funds. 

• Student must notify note owner 
If application Information 
changes. 



,7.2 w School sends SCR to 
6A, 



6.2.3 t fiA sends SCR to SNA. 



6.2.4 t ED cancels loan checks 
returned for students 
Mho did not enrol 1, 

6.2.5 • Student m^tifles note 
owner If status refMried 
on application changes. 



# GA sends roster 
taken from SCR to 
relevant lenders , 



• SMA enters data and 
forwards it fo 8CS, 

t f 0 t^dates records. 



• Mote owner adjusts 
records . 



• Roster is 
chericed by 
lender for 
st(w1ents enter- 
ing grace period. 



t BCS f i les are 
updated, 

t Lender mit if led 
of cancellation. 



t Other part ic i- 
pants are noti- 
f led. 
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6SL COKRMIEIfT 
6. ACCOiaiT RECOHCIUATIOM SWSYSTEH (Continued) 



Acnvinr 



mOGfUM FEATUKS 



SlfBSYSTOfSIEPS 



6*3 Entrance Into Grace 
^nd/or Oeferwent 
Per fod 



i 

CD 



.3 ♦ ED pays note owner for }oan 
Interest during 6-12 awnth grace 
period. NaxiBRiB grace period is 
detemlned by when the loan was 
made and may be reduced through 
borrower agreement with note 
owner. 

• ED pays note owner f<w }oaf% 
Interest during defer^t period, 
which may ran^ from a 1-3 year 
period depending on activity 
borrower i$ fnyofved in. Oefer- 
oent status may be m*anted to 
borrowers wtio are disabled* who 
enter the military, who engage 

in volunteer activities for 
specific agencies « ^ enter 
an lntemsMp» or who are unable 
to find aiiplo>«ent. 

• Borron^r must prcvide written 
evidence of eligibUity for 
deferment. 



Iiyuts 

6.3,1 # Once enrol Invent status 
drops below ha1f-tl»9e, 
borrower enters grace 
period. 



Processes 

• If borrowers engage In 
activities that make thew 
eligible for defern^nt, 
they may apply to note 
owner for deferment 
status by providing 
written evidence of 
eligibility. 



Outputs 

• Once <jra<'e and 
defer iTkMit status 
end, borro^iier 
entfM S repayimnit 
period. 
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651 CONPtWENT 
6. ACCOIMT RECOfKILIATIOfI SUBSYSfOf (Cont timed) 



mxim FEATURES 



SWSYSrEM STEPS 



6,4 Qevelopinent of 
Repayinent Schedule 



I 

so 



S.4 9 SINA Is atlthorlxed to con- 
solidate loans for borro¥ieri 
wtio »e€t certain cmidUions 
and Mho have multiple loans. 

f Borrower fs respoi.^lble for 
both Interest and princfpfe 
payments after in-scbool, grace, 
and deferwent periods end* 

# Sepajinient schCK^Ie imist be 
negotiated betMen borro«#er 
and note owner, based on the 
tems of the proaifssory note* 
program regulations, and man- 
dated time and payment limits. 
Repayment schedule must be com- 
pleted by tieglnning of repay- 
ment period* 

• Mote owner may grant fore- 
bearance and alter repayment 
$che<to1e for a limited time 
period if the borrower encoun- 
ters teniporary hardship; other - 
«rlse, stiK^t is required to 
meet repay«ient schedule with 

no penalty for early payMnts 
(see default md write-off 
activities for procedures If 
borrower misses payment). 



Input s 

6.4.1 • Borrowers with 
multiple loans may 
consolidate them with 
SlMA. 

6.4.2 t Pr\or to end of 
grace and deferment 
periods, note owner 
contacts borrower. 

6.4.3 • Borrower may request 
forebearance. 



Proce sses 

• Hole owner fills out 
LIS regarding consolida- 
tion activity. 



• Borrower ami note owfier 
negotiate repayroent 
schedule. 



• note owner may grant 
forebearanre, in which 
case repayment schedule 
Is renegotiated. 



Outputs 



• US siitwiltted 
to GA, 



schedule 
recol ved. 



# Revised repay- 
ment schedule 
received. 
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6SL COWtMMT 
6. ACCOUNT RECOHCILIAIION SU8SYSTFN (Contimied) 



/tfTIVlTY 



PROGWM FEATURES 



6.b Loan Repay?»en 



f 

a> 
o 



.5 ♦ Borr(mer \s responsible for 
both Interest amj principle 
payisents during repa>i»ent period. 
Borrower is responsible for 
adhering to repaj^nt schedule, 

• ffote ow^r BRist return promis- 
sory note to borrower when loan 
i^paid in full. 

• Wote owier «wst notify GA of 
loan status. 



Inputs 

6.5.1 • Borro*«r submits f 
iwents to note owner 
according to repayment 
schedule is paid in full. 
(See default and write- 
off activities below for 
treatment of missed 
payments. ) 



SOT^SYSTE«^ST|PS _ 
Processes 



• fkJte owner returns 
promissory note to 
borrower when loan is 
paid in full. 

• Note owner f il Is out 
LIS to report loan paid 
in full. 



(hitfNitS 



• Compli'ted I rS 
is sent lo GA, 




1 
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« ACCOIMT REC(MCil!ATI(M SOBSrSTEN (Conttmied) 



PROOMN FEATURES 



6-6 Loan Default 



I 

cn 



6.6 • Progrm requires that note 
omer mst take specific due 
dflf^iKe steps to collect over- 
due pajiwmts from borrowrs. 
Including seeking pre-clafms 
assfstamre from 6A or ED< 

# Prograw atittiorUes 6A Ifisur- 
ance and ED relnsuranace far 
eltgfble 6SL loans. Umler this 
provision, lender losses are 
repaid by the 6A, and EO reisi- 
btirses the 6A^ as long as man- 
dated criteria are laet and 
procedures are followed. Gencr- 
ally, the aa»unt of reiiaburse«ient 
is iOOX of lost principle and 
interest, althou^ the reimburse- 
ment rate may be lowered for GAs 
»rith high default rates* 

• Accounts Must be t^ated itheit 
borroMT status changes. 



I nputs 

6.6.1 • Borrower hisses 
payment. 



SWSTSTEW STEP S 

Proce sses 

• Wote owner exi»rcises 
due diligence to collect 
payment . 



6.6.2 • Mote owner submits 

default claim forms to 



6.6.3 • GA submits Guarantee 
Agency Request for Reim- 
bursement for Claims 

Paid (£0 form 1189 series) 
to CCS for default reim- 
bursement « 

6.6.4 • 6A contimies to 
attempt to collect 
from borrower « using 
contracted or internal 
resources . 



• GA reviews claim form 
and may request addi- 
tional documentation. 



• CCS reviews claiw form 
and may request addi- 
tional documentation. 



f If GA is successful, 
GA forwards payment to 
}ef\6er and collects GA 
insurance payment from 
lender; GA also returns 
in^urmce reimbursement 
to EO, 



OUt£UtS 

• If payment Is 
overdue IHU days 
and borrower Is 
not dead or dis- 
abled, or is 
Chapter 13 bank- 
rupt, loan enters 
default* 

• If approved, 
note owner is 
reimbursed for 
default. 

• If approved, 
6A is reimbursed 
for claim. 



t Borrower re- 
enters repay- 
ment status. 
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6. MXOIWT RECONCILIATIM SUBSYSTOt (Continued) 



Acrivm 



PmOUW FEATURES 



SWSYSTEH STEPS 



6,7 Loan Hrfte-Off 



i 



6*7 • Pro^W anthorfred GA Insur- 6,7.1 
«nce And Federal retnstirdfice 
for GSI UrHler this pro- 

visfofi, lender }o%%e% are repaid 
by the GA, and EO refurtHrses the 
GA as long as Mndated criteria 
are mi and procedures are 
folloiied. General 1y« the amount 
of reliabursenent Is lOOS of lost 6.7. 
principle and Interest, although 
the relfsborseM^nt rate may be 
lowered for GAs with high default 
rates. 



IniHit s 

f If payiient is overdue 
by 120- iaO days and 
borrower 15 dead, dis- 
abled or non-Chapter U 
bankrupt » loan enters 
m-f te-off . 



2 t GA submits CO form 
1189 series to CCS. 



Processes 

• note owner submits 
claim form to GA for 
claim. 

• GA reviews claim form 
and may requeM addi- 
tional Informat ion. 

• CCS reviews claim form 
and may request addi- 
tional docuaientation- 



• If approveti, 
fK»te owner Is 
reimbursed. 



• If approvf!d, 
fO reifUburses 
GA for claim. 



6.8 GA Reporting 



6.8 



• Lender must submit quarterly 
call refiort to GA* 

• GA is the authorUed Federal 
agent for fiSL and must provide 
sumiry data on Us activities 
to EO on quarterly reports. 



6.8.1 • Lender fl lis out call 
report 

6.8.2 f GA fills out 10 form 
U30 for quarterly 
reporting- 



• Lender sends call 
report to GA. 

f GA submits EO form 
1130 to £0* 



• GA updates its 
records » 

• fO updates Its 
records- 



1r, * , 
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DRAFT 



ATTIVin 



WtOCMH fEATlWES 



SUBSYSTEM STEPS 



6.9 Lender Review 



I 

to 



6.9 # Lenders must aieet ellglblHty 
crUerfa and coiv^ly nith record- 
keeping and reporting require- 
ments to continue participation 
In [^oqrm. 

• EO Is authorUed to review 
lenders for compliance with 
progran re<^iraoents. 



6,9,1 t LRS selects lenders 
to be reviewed. 



Processes 

• LRS determines lemler 
compliance with progr^ 
requlrefpents. 



t IRS either 
takes no action, 
adjusts subsidy 
payments, or de- 
certifies lender, 
depend inq on 
findings- 
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CAWnrS-BASCO CQHPOKIIT 
i. PRE-APPlICATIOIf S(SSYSfeif 



1*1 Budget OeveJopwent 



u; 
f 



PIMSMH FEATURES 



lA • Congress annually determines 
appropriations according to 
specific governflient-n^id€ pro- 
cedures. This process Is 
repeated during a fiscal year 
If appropriations need to be 
adjusted. 



SiaSYSTtH STEPS 



Inputs 

l.M • DPPO/OrHE develop 
budget, based on 
appropriations for 
last fiscal year, 
administration's pro- 
9r3i9Matic and fiscal 
prIorUles. 



Processes 

• Budget approved 
through OfSA, iWM 
and Secret aiy. 



Outputs 
• fnitial 
toin|>1ete(!. 



I. he • H) submits budget 
to 0^f«. 



I A,} • 0MB submits 

Adr«lnlstratlnn*s 
budget to Congress- 



• 0M8 reviews, revises, 
or approv^<,* 



# Congress reviews, de- 
bates, revises, or 
approves budget. 



f Approved, 
revjst?d budget 
i1*)r»f<w?nt 
coiiHileted, 

• Budget 
a^'provoii , funil- 
Ing levol est 4b- 
' ' sli^d, and 
funds appropri- 
ated. 
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CANPUS-BASCO OVrONEIIT 
1. PRC -APPLICATION SUBSYSTEM (cMtimied) 



ACTIVITY 



PROGIMN FEATURES 



SWSYSTEH STEPS 



1.2 ProwulgaHon of 
Regulations. 



f 

as 



1*2 • Institutions participating in 
prograoi mst agree to legislative 
and regii]ator}f provisions and 
criteria- 

• £0 has atithority to administer 
progr aai and protoulgate regulations 
annually. 

• Regulations Include program 
rec^lreaients and revisions, eligi- 
bility md financial need criteria. 
Expected Family Contribution 
Scliei^Ie* Need Analysis formula^ 
and beoclMiarks. 



Iiyuts 

1.2.1 • Congress establishes 
through legislation pro- 
gram Intent, basic ellgl 
bllity criteria, and 
authm-ity of ED to 
administer program and 
promulgate /regulations. 

1.2.2 f Public responds to 
published NPRM- 



1.2.3 • 0M8 receives 
regulations- 



1.2.4 • to submits proposed 

regulations to Congress. 



I. 2. 5 • Final Regulations 
published. 



Processes 



• DPPO drafts 
tlons. 



regula- 



Outputs 

• ED publi$r>es 
HPm in Federal 
Register. 



• WPD sends draft 
through »SA. OPE, and 
OPBE to EO Secretary for 
revision or approval. 

• EO revises proposed 
regulations as 
necessary. 



• 0MB revises or 
approves regulations. 



• Congress reviews 
regulations. 

• Congress either dls- 
alloivs reflations (in 
fAtich case they are re- 
vised and resubmitted) or 
allotvs titem to stand. 



# OPO makes necessary • Adminstrat Ion 
changes in adwinlstra-- Subsystems 
tion subsystems Including revised, 
allocation, accounting, 
and reallocation Sub- 
systems. 



• Proposed 
regulations 
submitted by ED 
to 0^. 



t 0^ffi- approved 
recjtflations 
returmd to ED. 

t Final regula- 
tions ptiblished 
In federd) 
Register 7 
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CAMPUS-BASED cwpmm 
I, PRE APPtlCATCOH SUBSYSfEH (continued) 



ACTIVITY 



PROSRAH fCATWES 



SWSVSTtN STEPS 



1-3 Forms Development 



I 



1.3 • funds must be requested from EP, 
and pro^m actfvUfes imist be 
reported annually. 



• Forms must be developed for 
annual appMcation, processing, 
and record keeping* 



Inputs 

.3,1 ♦ pppp and [^0 detenfllne 
data needed for appli- 
cation, EO processing, 
and record keeping. 



,h? • FFOAC reviews £D fonns 
and Instructions* 



Processes 

• mo and WO deter- 
mine changes in forms 
and Instructions. 



• FtOAC accepts or 
rejects proposed 
changes. 



Outputs 



• Requests 
changes in 
forms and 
instruct ions 
submitted to 
FfOAC. 

I Approved 
f irms re- 
turned to 
iO. 



for 



1.4 Institutional 
EHgibHity 
Determination 



1*4 f To administer Title JV programs, 
institutions must be ctetermlned 
by ED to be eligible under Con- 
gresslonaHy established criteria. 

• Different eligibility criteria 
are used for: 

- Traditional higher education 
institutions 

- Proprietary institutions 
* Post secondary vocational 

institutions. 



1.3.3 9 OPPD establishes 

printing quantities and 
submits requisition to 
GPO* 

1.4.1 • Institution completes 
and submits request 
for Institutional 
Eligibility <E0 1069). 



• GPO delivers forms 

to mo. 



• Eligibility and 
Agency Evaluation 
Staff (tAtS) of OPt 
reviews form and 
documentation to 
establish eligibility 
according to legis- 
lation and refla- 
tions, requesting 
additional informa- 
tion if necessary* 



• Forms del iv- 
ered to relevant 
part ic (pants by 

• Eligibility 
Certification 
letter issued 
by EACS if 
eligible. 
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CANPUS-BASEO COHPOIEWT 
1. PflE APaiMTlOM SUBSySTW (cootfiwed) 



ACTIVITY 



PROGmW FEATURES 



SUBSYSTEN STFPS 



1.5 Institutional 
Certification 



f 

00 



1.5 • To adnlnlster Title IV prot}rm%f 
institutions »ust be certified 
by ED as actolnlstratUely cap- 
able and financially responsible. 



• To administer Title IV programs. 
Institutions must agree to co^iy 
nrlth legislative and regulatory 
provslons, that Is, 

- To comply with Student Assis- 
tance General Provisions 

- To coiaply with Civil Rights 
and Title IV reflations 

- To provide information on 
financial aid programs, the 
Instttuticmt and academic 
programs 

- To ^it student financial 
aid programs biennially, using 
ED guidelines 

" To maintain systematically 
organized records and to mjtke 
the records available to CO on 
request. 

t Institutions must be recertified 
every three years. 



In^ts 

1.5.1 • Institution submits docu- 
ments and financial state- 
ments required for cert I- 
f Icat Ion. 



1.5,2 t Institution receives 
Progr^ Participation 
Agreenient . 



L5. J • flCH/OCPR receives 
ProgrM Participa- 
tion Agreements. 



Processes 

• Institution and lender 
Certification Branch 
(ILC8) of DCPH reviews 
documents and determines 
Institution to be cap- 
able and responsible. 

• Institution signs 
Agreement, agreeing to 
administer prograNis 
under Congress ionally 
and EO speclfied con- 
ditions- 

• IICB/DCPR co«Vl1es 
annually list of insti- 
tutions certified to 
administer programs. 



Outputs 

• Proi|ra»n par- 
t icipation 
agreement issued 
to institution 
by KCB. 



• Signoil Agree- 
ment with ILCB/ 
IKPH filed by 
Institution. 



• list of cer- 
tified institu- 
tions annually 
establlsiied. 
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OMPUS^XD COMHMENT 
I. Wtt-AmiCATIOi SUBSYSTIH (continued) 



ACTIWITY 



PMKfUN FEATUKS 



SOBSYSTtPI SUPS 



i,6 low-Income School 
List Deve1op»went 



I 

\0 



1,6 • ED is required to annually pub- 
lish a list of low-fncowe schools. 
Teaching service within these 
schools qualifies for cancellation 
of a portion NOSL loans. 



inp uts 

I • Secretary of tO sends 
letter of solicitation 
to S£As. 



Processes 

• Secretary of id con- 
sults with SfAs to 
Identify elementary and 
sec(H}dary schools with 
high concentrations 
of low* Income students. 



Outputs 

f l(7w-lnc<wie 
5r^<xil list 
for W)Sl 
teacher can- 
cellations 
published In 
federa] 
Register. 



K7 State Allocation 



1.7 • Funds are allocated annually 
on a fcn^la basis by state. 



1.7.1 • Congress approprl> 
ates Title IV, C*iipus- 
Based funds. 



• ED receives responses < 

• ED cherl^s against 
existing list, 

• ED allocates 90% of 
appropriateii fumis by 
state on an FTE basis 
and lot on a •'fair 
share" basis. 



• State alloca- 
t Ions completed 
by DPO, 
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CWtlS-BASCO COHPOfCNT 
1. PRE-APPIICATIOH SIWSYSTEH (continued) 



ACTIVITY 



PROGRAM FEATURES 



SWSYSTtH STtPS 



l.S fnstttut iona) 

AppHcatfon for fumis 



I 

o 



L8 t InstUutfons are required to 
apply annually for Campus-Based 
f unds- 

# Institutions must estimate 
needed funds for programs. 



I nput s 

1.8.1 • Institution collects 
necessary data. 



\.t^,2 • Institution submits 
FISAP to id. 



Processes 

• Institution estimates 
need for funds for 
nSAF (£0 form 64b). 

• EO receives f ISAP 

• EO sends F ISAP to 
contractor. 



• Contractor keypunches 
data. 

• Contractor processes 
and runs edit checks on 
data. 



Outputs 

• nsAP 

Completed. 



# Data re- 
quested from 
tnst 1 tut ion i y 
contractor re- 
ceived by m). 



• Contractor identifies 
errors in f ISAPs and sends 
error form to Institution. 

• Institution provides 
corrected! d(*ta to if). 



1 ' ^ 
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L PRE-APPLlCATIOi SWSYSTtll (continued) 



ACTIVITY 



PWKIWt FEATURES 



SWSTSTEH STEPS 



1.9 fnUlal Institutional 
Al location 



CJ 

I 

-4 



1.9 • Funds for all three programs 
are allocated on fon^ard-f tended 
basis. f^SL and CMS funds are 
allocated In three general stages: 

1. Conditional guarantee 

2. State Increase based on "fair 
share** of state apportlomient 

3. National Increase, fair share 
of national aiiportlomnent- 

• SEOG funds are allocated In 
4 stages: 



I. 

2. 



3. 



Inputs 



1.9.1 # OI'O receives data on 

requested funding levels. 



• OPO notifies institu- 
tion of initial alloca- 
tion- 



Processes 

• OPO uses formula to 
establish allocation- 

• Institution receives 
and revl£?ws allocation. 

• Institution accepts 
allocation or appeals- 



OutjgNits 

• Institutional 
allocat Ion corn- 
plot pd. 



• Ini t lal 

al local ion 
accepted by 
Inst Itut ion- 
(Go to I. 11) 



Conditional guarantee 
Initial year {IV) state Increase 
on "fair share" of state appropria- 
tion (SEOG) 

lY national increase on "fair 
share" of national appropriation 
(SE06)* 

Continuing year national in- 
crease on "fair share** of national 
(SEOG) appropriation. 
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DMniS-BASEO COMPtMENT 
1, PRt-APPLfCATISW SUBSYSTEM (continued) 



ACTIflTY 



PROGRAM FEATURES 



SWSYSTEM STEPS 



lAO Appeal of Initial 
A1 location 



U> 
I 

to 



.10 • Institutions may appea: an 
Initial allocation to a National 
Appeals Panel (HAP). 

• Instituticms mst pro^\6e 
additional documentation in 
support of appeal to National 
Appeals Panel* 



i.lO.l • Institution files 
notice of appeal 



1. 10,? • [>P0 sends notice of 
decision on appeal to 
inst itution. 



l.ti Einal Allocation 



hll • CD MSt notify Insti- 
tution of final allocation and 
authorize dlslnrrsement from 
EOPHTS. 



Kll.l # dPO sends final 
awards letter to 
inst itution. 



Processes 

• Institution provides 
docufnentat ion in Support 
of its appeal, 

o Appeals panel reviews 
appea I « 



• Institut^ion receives 
notice of NAP decision. 



• DPO processes appeal 
corrections. 

• DPO forwards approval 
lists to EO Finance. 

• ED fWtifles CtMigress 
of changes. 

• DPO reallocates fumis. 

• Institutions notified 
of final award. 



Outputs 

• (>ecision 
on appeal 
issued by 
NAP. 



• f inal awards 
letter issued 
by DPO. 



• futuis dis- 
bursement to 
inst itut 'on 
authorized by 
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ACTIVITr 



mOGftm FEATURES 



suesrsTEN steps 



2.1 Financial Statement 
Processing 



f 



2A § Student must use approved 
financial statement form (also 
approved by ED) (Pel 1 /CSS/ ACT, 
etc.). 

• Student mst file single 
financial statement annually. 



In puts 



2AA 9 Student obtains 

financial statenent. 



Processes 

• Student (and parents in 
the case of a dependent 
student) complete financial 
state^nt including demo- 
graphic and financial infor- 
mation. 



Outputs 

• F inane ia I 
stati^nf sent 
to processor 
wUh payment 
(except Pell 
wtilch is pro- 
cessed at no 
cost to the 
appl icant ) . 



2.2 Student Application 



• Financial statements may be 
processed by many processors- 



2,2 f Students must also file an 
application for aid to the 
institution* 



2,1,2 f Processor enters 
financial statement 
data« 



2.2A f Student files insti- 
tutional application 
linnisaMy (^nd SAR, 
if Pell is used). 



• Processor runs edit 
checks on data and 
sends error notice to 
student if necessary. 
Student (aod/or parent) 
corrects or provides data 
for appropriate item. 

t Processor computes 
expected fa^nlly (or 
individual) contri- 
bution* 

• Institution reviews 
student application 
for aid. 



• Financial 
statefTH'nt sent 
to institution 
(If Pelt Is 
used. S^H H 
sent to 
student) 



• Institution 
aid applica- 
tion processed- 
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CAHPUS BAStO COHPONEUT 
3. STUDtNT ELIfilSILlTY OtTERMIfWTICW SWBSYSfEfl 



PROGMN FEATUKS 



SWSYSTtH SFEPS 



3.1 Student FJiglbHity 
Oetermfnat fnn 



I 

4*' 



3.2 i\pt\ons] VaHdation 



3.1 f InstUutfons determine cHgi 
bilUy of student to receive 
S£OGs. MOSL, CW-S on the follow-- 
tng criteria: 

- tJ.S, cltlien, national, per- 
tianent resident 

- Enrolled in eligible progratd 
within Institution 

- Satisfactory academic progress 

" fkji oi#e Title IV grant repaywnl 

- Not In default on Title IV loan 
at same Institution 

- tteclaratlon of educational purpose 
on file 

- Financial aid transcript on file 
SEOG -no bachelor's degree 
IgS^ -enrolled at least half time 

3*2 • Institutions may validate finan- 
cial and demographic data elements 
on the financial statement at their 
option. 



If^uts 

3.1.1 • Institution receives 
institutional aid 
appl Icat ion. 



3.2.1 • Institution notifies 
student of val Idat Ion 
requirement . 



Processes 

• Institut Ion reviews 
student status regarding 
spec if ied program 
criteria. 



• Institution requests 
specific documents with 
which to validate finan- 
cial statement 
(e.g., tax forms). 

f Student submits docu 
ments to f inane iai Aid 
Office. 



• Student el igi - 
hi Hty cert i- 
f ied by F inan- 
cidl Aid Officer 



• f)jt3 on f inan- 
cial statfnm'nt 
val idated by 
F iaI Aid 
Off ice. 
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OV«nJS-BAS£D CONPOfieNT 
4. STUKMT KNEFil CAICUIATIM SUBSYSTLH 



PROGRAM FEATUIES 



SWSYSTEH STEPS 



4-1 V tident Award 
Idlculatlon 



t 

U1 



4*1 • InstUutlan determines cost of 
attendance wUh actual or average 
costs for tuition, room and board 
and "reasonable" costs for other 
educational expenses* 

• Institution free to package aid 
according to Institutional pliH- 
Q%oi^y and \n6\^\dua\*s circum- 
stances, in orcter to cover 
"unwet need*" 

• Maximum awards: 

- S£OG, $2,000 

- HDSL, aggregate Ifmits only 

- CW-S, unmeet need 

• tip to lOS of SCOG and CW-S 
funds may l>e transferred between 
accounts at the discretion of the 
campus to meet demand. 

• Initial year and continuing yf?jr 
S£06 funds may be combined and 
awarded on the basis of cafl^us 
6emnn6 at the Institution's 
discretion. 



Ingots 

4.1.1 • Institution retains 
application material 
after eligibility 
determination. 



Processes 

• Inst1t<ition uses 
expected family contribu- 
tion from processed 
financial statement (or 
SAR) and compares with 
student budget. 

• Institution determines 
•unmet need.* 

t Institution awards aid 
from three progr^s or^ the 
basH of aid packaqinq 
phllosc^hy, rtee<1, ^nd 
availabi lity of funds, 

• Institution generates 
^)4sr<S letter. 



Outputs 

letter 



• Award 
sent to 
applicant. 
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CANPUS-BASCO COHPOMCNT 
5. FUHOS OlSHJRSEWin SIBSYSTEH 



ACTIWITY 



nOSMt FEATURES 



SUBSYSTEM STEPS 



S.l Establisfwent of 
letter of Credit 



I 



S,? tstablfshinent of 
Cash Request Systets 



5,1 



h^uts 



• InstUutlons may choose to receive 
Federal p«>iiiefits throu^ the letter 
of Credit paymmi method, EO 
authorizes the Institution to 
draw funds as needed (up to the 
established Ci^lHng) from: 

- Federal Reserve Syse« 

- fei^ra} Reserve Bank 

- Local coapierclal bank. 



5, LI 



# Institution requests 
letter of Credit pay- 
went method frow ED. 



Institutions niay choose to 
receive Federal payments through 
the Cash Request System payment 
method, EO authorizes Insti- 
tutions to draw funds monthly 
directly from the Federal Govern- 
ment, under guidelines: 

- institutions must request 
funds needed; fimds are not 
advanced automatically. 
• Amount of each re<i^est can- 
not exceed combined grant 
authorization minus all pre- 
vlous monthly payments received 
for award year* 



\,2 f Institution submits 
Initial Request for 
funds. 



S.?.\ a Institution submits 
Initial Request for 
for fxmd^ and Receip- 
ient Cash Advance 
form (ED 874), 

• Institution submits 
Recipient Cash Advance 
Form (ED 8/4) monthly. 



fyoccsses 

f EfM^FS makes special 
arrangements with Federal 
Reserve or local bank to 
handle Institution's 
account. 



• EOFHTS processes 
request, noti'ies 
Treasury, not if les 
Inst Itut ion, 

• Treasury sends 
letter of Credit 
to appropriate 
financial agency, 

• EWHIS processes, 
request, authorizes 
payment, and notifies 
Treasury, 



• EOPMTS processes; 
authorizes monthly 
payment; notifies 
Treasury 



Outpu ts 

f Account 
establ Ished. 



f fxpf>nditure 
up to cei 1 inq 
for spec if led 
per iod 

authorized by 
letter of 
Credit, 



• Initial pay- 
m'ni author- 
ized. 



• Monthly pay- 
ment authorized* 
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CAKPUS-BASEO COMPOMfNT 
FUWS DISBURSHLMT SUBSYSTEM (continued) 



ACTIVITY 



PROGMK FUTURES 



SUBSYSTEPI STtPS 



5.3 Awdftl Acceptance 



SLOG llisbursement 



5.3 f Students must accept 
Individual awards by signing 
dward letter. 



5.4 t S£OG disbursed usually twice 
a year. 

f Disbur sequent way be made by 
crediting a student's account 
or by a check Issued to the 
student, 

• Institution required to have 
student sign statciwent of 
educational purpose. 



Ityuts 

5.3.1 • Student signs and 
returns award letter. 



5.4. 1 0 Student signes StP, 



Processes 

• Institution receives 
signed award letter and 
conducts processes 
appropriate to each 
progr«« (see below). 

f Institution files StP. 

# Institution credits 
students account, 
issues check to 
student, or both. 



Out^ts 

• Approprlatf 
disbuf setiHMit 
proc edores 
in it iated. 



• Sf(K; funds 
disbursed. 



« 
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5, FimOS OISBURSEKtMT SlWSYSTt« (continued) 



ACTIVITY 



fmftAN FEATURES 



SUBSYSTEM STEPS 



; 



NOSI. Uisbursement 



I 

00 



5.5 • WSi must b€ disbursed at 
least twice d year, usually 
once a se«iester. 

• Olsbursefnent may be made by 
crediting students account or 
by Issuing a check to student. 



Inputs 

5.5. I • Student signs Sf P. 



5.5. ? • Student signs 
promissory note. 



Processes 

• Institution files SfP. 

f Institution produces 
NUSl. promissory note. 

• Institution notifies 
student of rights and 
respcMisibiltt ies for 
loan through a iiK'eting 
or by «a i I . 

• Inst t tut ion issues 
student a dal a sheet . 

• Institution issues 
schedule of advances. 

• Student signs for 
loan advance » 

• Inst itul ion < r e<lits 
student' s account , 
Issues checic, or both. 



Outputs 

• Student 
not if led of 
responsibi I i- 
t ies t or loan; 
data sheet 
ct>fnp]etf»d 
and pnwnis- 
sory note 
signed by 
student , 



• Nil Si fumfs 
d 1 ',bursed to 
st udent . 



ERIC 



1S3 



[) R A f f 



CAHPUS-BASEO COfTOUfNT 
5. Fl»«OS OlSBl«S£>ttPiT SUBSTSTEH (continued) 



ACTIVITY 



PMCMi FEATURES 



StfSYSTEIf STEPS 



5.6 CW-S Oisbursment 



I 

K0 



IlJHltS 

5*6 • InstUutloM must watch Ef) funds 5.6.1 • Student signs SEP. 
itflth at least 20% Instltutlondl 
funds. 

• Institution required to have 
student sign SEP. 

• Federal portion of student wages 
mst be paid by check. 

• Institutional portion of vtaq&^ 
may be In-kind compensation. 

• Institution must Issue checks 
at least monthly. 

• Institution or eif^ioyer must 
set linage rate. 

f Institution wust disburse funds 
as student works- 

5.6.? $ Student Is 

assigned and per- 
forms Job. 



Processes 

• Institution fifes SLP. 

• Student appi les for 
specific job (on 
campus or with off- 
c«»Tpus ef^)loyer)* 

f Institution evaluates 
employer (If other than 
Institution) and specific 
Job according to regula- 
tions and rert If les 
eligibility. 

• Institution or employer 
sets wage rate. 



$ Stmient submits pay 
voucher to employer for 
hours worked. 



Outputs 

• Stndent 
assigned to 
eligible job. 



• Supervisor 
certifies that 
work has been 
perforfned. 



.1G5 
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CAWnjS-BAStO COHPOHEUT 
5, FUffOS DISBURSEMtWT SUBSYSTLM (cent Ima-cj) 



ACTI¥irV 



syssysuff srtPs 



5,6 C«-S Disbursement 
(continued) 



5,6, J 



Inputs 

t £fTH>loyer processes 
voucher. 



Processes 

# If Inst itut ion is 
the employer, insti- 
tut Ion issues check. 



Outputs 

• Stuilent pai^l 
and CW-S funds 
disbursed. 



I 

00 

o 



• If employer is 
other than InstitiUion, 
employer issues check 
to student and bills 
institution for 00% of 
wages, or Institution 
Issues check to student 
and bil Is employer for 
at least ^Ot of wages. 
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CAMPUS-BAS£0 COMPIWEHT 
6. ACCOWIT REC»«:iLIATIOII SlIBSTSTtH 



PHOGRAH FEATURES 



SlWSYSTtM SItPS 



6.1 • Institution must keep records 
of disbursements and eligibility. 

t Institution must periodically 
review disbursements and eliyi- 
blllty status. 



• Institution must reevaluate 
student's need In the event of 
overpdywent. 

f Students are required to repay 
any overdtt^ard In the case of 
receiving additional aid, or of 
change of status; overpayment 
must be deducted from the next 
year's grants or loan (except 
i^ell) or iftc]uded In £FC. 

• Institution way transfer up 
to 10* Into or out of CW-S. 

f Institutions must report expen- 
ditures and close books with 
report on FISAP. 

• Institutions are permitted 
administration allo**ance f'«;om 
Federal funds. 



fnputj 

6.1.1 t institution reviews 
eligibility status 
and any additional aid 
received by student. 



6. l.e • Institution Initiates 
account reconc i H at ion - 



Processes 

• Institution monitors 
status and aid to deter 
mine if over awards ej^ist 

f Inst i tut ion deducts 
overawards from next 
year's awards. 

• Institution balances 
ev^nd I tur OS with 
revenues, including 
transfers fro«i CW-S, 
and ccxBfjutes admin- 
istrative a1 lowance. 



Outputs 



I Inst I tut inn 
asstires lepay- 
tiH'Mt jf over- 



• I'art in and 
reiatt>d Sections 
of I I SAP are 
C(miplet<'d and 
f i led with DIM). 
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CAMPUS-BASED COHPOWNT 
6. KCmni RECOHCIIIATIOH SUBSYSTEM (cont f nued) 



ACTIVITY 



raOGRAN FEATURES 



SUBSYSTEM STEPS 



6.Z CW-S ReconciHdtion 



f 

CO 



6.2 • Institution must keep pay 
records, 

f Institution niust monitor 
pay to assure student does not 
earn wore than d)i^ar6, 

• If student earns more than 
awards Institution siust determine 
If o^er9^3tr6 has occurred. 

• In the case of o^eraward. 
Institution wust deduct from 
next year's a»*ard {exrept PpM) 
or add afnount to EEC* 

• Institution may transfer up 
to lOT of CW-S Into StOG or 
lot of S£06 Into CW-S. 

• Institution must balance 
revenues froi« Federal sources 
and employers with e>cpendUuf es 
and close books for the year. 

• Institution MSt record data 
on FISAP, 

• Institutions are permitted 
a(^lnlstratlon allowances irtm 
federa) funds. 



Inputs 

,?.\ • Inst I tut Ion wa ifu J ins 
pay retords and elii|1- 
bi hty records. 



b, 7,2 • Inst Itul ion Init 
ales account recon- 
ciliation. 



Processes 

• Institution monitors 
student pay, 

• Institution not If ies 
student and nrtfiloyer 
when student earns 
amount ^^y$^rded, 

• If student earned 
more than award or if 
status or n.>ed changes, 
Inst Itut Ion dedurts 
o>iera¥iard from next 
year's a^^^ard or adds 

to EfC. 

• fnsl Itut Ion balances 
revenues from federa) 
^ource^ and eff^i\oyee% 
with expenditures. 

• Institution records 
any transfers f^om SfOG 
account . 

• Inst itut ion r loses 
account for year, 



Outputs 

• Student/Pfli- 
ployet' not it ieJ 
wtif»n student 
r*)rns rndximmn 
and repiiyrm>nt of 
ove? paytnerit 
Insor ed . 



• Part IV and 
relf-vant sec- 
tions of I (SAP 
ro^leted and 
f 1 led with UPO 
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CAHPUS RASED COMPOWENT 
6, ACCOlWr RtCOm:iLIAT{(MI SWSYSTtN (continued) 



Acri¥irr 



PROGKAff FEATURES 



SUBSYSTEH SftPS 



6.3 NOSl Repayroent 



CO 

I 

00 



6«J • Institution must conduct e^^it 
interview* 

• Student permitted a **9race 
period" of 6-9 months after com- 
pleting program or deferred status 
(Defense Loan 9 months; Direct 
loan 6 months). 

0 Institution must contact stu- 
dent once before repayment due 
and inform students of schedule 
and update data sheet. 

• Institution may issue payments 
monthly or <^arter1y. 

f Institution must approve bnnn9 
procedure* 

• Ufwi completion of payment 
institution mast surrender 
note to student. 

• Institution MSt use "due 
diligence" in legating* 
maintaining contact with, 
and securing payment 

from student « 



Inputs 

6. J. I • Student completes 
prograw, leaves 
institution, or is 
no longer in deferred 
status* 



6.J,^ • Institution noti 
f ies and bi lis stu> 
dent on a regular 
bds Is. 



Processes 



Outputs 



Institution conducts exit # Student in- 



interview- 

0 Institution collects 
appropriate data to allow 
repaymetyi. 

§ Institution informs stu- 
dent of repayment responslbil 
ity after grace period. 

• Student receives bills 
and makes regular payiTients 
unti 1 note is f^did in f ul I . 

• Institution forwards 
note to borrower marked 
"paid in full." 



foruied of respof> 
sibility for 
r epayim'nt by 
inst itut ion. 



• Payment of 
debt conipleted 
by stiJdf>nt and 
account closed 
by institution. 
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CWUS-BAStO COW(m£NT 
6. ACCWm RECWICfLIATIOII SIBSYSTEM (contmuetJ) 



ACTIVITY 



PROGRAff FEATURES 



SUBSYSTW STEPS 



6.4 Reudyment 



4ent 



I 

00 



b.b Loan Cancellation 



6.4 • KOSl loans way be deferred on an 
annual basis If: 

# 

- Student Is enrolled half-time 

- A member of the Ani»ed Forces 
or Public ^alth Service 

- Serving In ACTKW 

- In recognized Interne?. ;p 

- Disabled or unemployed, etc. 

« During deferment, no interest 
accrues on loan* 

6*5 • A portion of a student Joan 
way be cancelled for; 

" Teaching in a low-incomt* 
school identified by the Sec. 
of ED 

- Mi litary Service 

- "Head Start* service 



# to relw^urses Institution for 
principal and interest for HUSI 
cancellattcis. 



Inputs 

6.4,1 • Student files 

"Request for Deferment" 
with institution. 



6-S.l • Student fife's 

"Request for Part ial 
Cancellat ion** for 
appropriate category. 



Processes 

• Student has appropriate 
official validate Request- 

• Institution processes 
Request , 



« Institution processes 
form. 

• Inst itut ion cancels 
pr inc \pa I and inter e:,t 
at dppropr 1 ate rate, 
and notif ies student. 

• Inst itut ion requests 
re imNirsefTH?nt for 
principal and interest 
ff 001 ID on FISAP. 



Outputs 



• loan payments 
deferred for a 
year. 



• Institution 
t e tmiiHf f.^*(f for 
cancel led NUSL 
lodns by t[)PMTS. 
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CAWUS-8AS10 COWOIttHT 
^. ACCOUNT RECONCIlIATItHI SIffiSYSTEM (cont inut^d) 



ACflVITY 



PROGRAM FEATURES 



SlSSYSTtM STEPS 



6.b Loan Default 



f 

CO 



6.7 NDSl Reconcf nation 



b.b Pf oyr am Review and 
Audit \^ 



6.9 to Program Reviews 



6.6 • Institution imist use ''Due 
Oflfgence*' in atten^ting to 
collect • 

t After 105 days of last pay- 
ment or first missed p^^ymui 
date the institution may declare 
the account in default and: 

- Refer to a collection agency 
' Refer to EO for collection 

- Assign the loan to Id. 



f institution ^ist maintain 
records of loans, payments, 
cancellations, defaults, 
assignments* and refunds. 



6.B • Institution (mist 
program using an ctslde auditor 
or an independent internal auditor 



6.9 • OCPR «ust conoict periodic 
pro^rm reviews based on factor 
system of 16 preselected factors- 



6.6.1 • Institution refers 

the loan to ayrncy/tO. 



6.6./ f Institution assigns 
loan to ED- 



fe./.l # Institution main- 
tains appropriate 
records of activities 



6.8.1 • Institution asks quali- 
fied individuals to cond- 
duct audit of proi^r^m 
records . 

6.9.1 # EO selects institution 
for program review. 



Processes 

• ED attemfits to collect 
loan or private 
collection agency 
attempts to tol !ect . 



• EO assumt's collection 
responsibility for loan 
and keeps all collected 
funds. 

• Inst itut ion balances 
loans made with revenues 
irm repayrnents and 
federal sources. 



• Auditor conducts 
financial and ccwi- 
pl iance audit . 



• IRS/UCPR reviews 
General, fiscal. Com- 
pliance and other pro- 
gr^ reqtiirements , 



Outputs 

# \ unds col- 
le( te<f returned 
by f f) to inst i 
tut ion minus 
fee, or by 
av^ency minus fea 



• Books closed 
on loan by 
inst i tut ion. 



• Paf t I and 

relevant por- 
tions of F I SAP 
completed and 
filed with DPO. 

• Institution 
f i les report 
with IRS/OCPR, 



• Reports 
by IX:PR. 
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QUESTIONS RELATED TO 
PROGRAM DESIGN 



The following are some of the questions which are fundamental to almost any 
government prograin which distributes funds* The answers to these questions are 
program features, as determined by laws, regulations, policy decisions, and historic 
practices. These questions must be answered explicitly or implicitly in the design of 
any program: the answers determine the delivery system activities. 

L PRE-APPLICATION 

1. What is the program intent? 

2. What is the program type (e.g.^ ^rant, loan, service provision)? 

3* Who determines which aspects of program content (e-g., eligibility criteria, need 
analysis, award amounts)? 

What is the program content to be determined? 

5* When, and how frequently, must which aspects of program content be deter-- 
mined? 

6. Is there an application? 

Who develops the application? 

When, and how frequently, must the application be developed? 
9# Who determines the persons who may apply/participate? 
10* When, and how frequently, > jch a determination made? 
IL Who develops program regulations? 

12* What aspects of the program require promulgation of regulations? 
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13. When, and how frequently, must regulations be developed? 

1*. Who is responsible: tor prog'-a^n funding? 

15* On what basis is program funding deter nriined? 

16. When, and how frequently, is program funding determined? 

17. Who is responsible for program planning? 

18. Who is the primary provider? 

19. Are there eligibility requirements for primary providers? 

20. Who determines primary provider eligibility? 

21. What are the eligibility requirements and responsibilities for primary providers? 

22. When, and how frequently, must primary providers apply for eligibility? 

n. STUDENT APPLICATION 

1. Who is responsible for application forms and information transmission? 

2. What application forms and information must be transmitted'^ 

3. When, a^d ho*^ frequently, must application forms and information be 
transmitted? 

Who fills out the application? 
5* W'.at information, from what sources, is required for filling out the application? 
6. When, and how often, must the application be filled out? 

UL STUDENT ELlGIBltrTY DETERMINATION 

Who determines eligibility? 

2. When, and how frequently, is eligibility determined? 

3. Are there requirements for verifying, certifying, or correcting application 
information? 
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Who verifies, certifies, or corrects application information? 

5. When, and how frequently, is application information verified, certified, or 
corrected? 

6. Are the applicants notified of their eligibility status? 
7- Who is responsible for notification of eligibility status? 

S. What is the content of the notification of eligibility status? 

9# When, and how often, does notification of eligibility status occur? 

10. Who is notified of the applicant's eligibility status? 

# 

IV. STUDENTT BENEFIT CALCULATION 

!• Who appl:^^ the benefit calculation criteria? 

2* When, and how frequently, are these criteria applied? 

3. Who determines the actual amount of the award? 

ft. What are the sources of award funds? 

5. Is there an award adjustment mechanisfn? 

6. Who is responsible for award adjustments? 
7* What factors require award adjustments? 

&• When, and how frequently, are awards adjusted? 

9* Is there an award notification? 

10* Who is responsible for award notification? 

U. What is ti)e content of award notification? 

12* Who receives the award notification? 



V. 



FUND DISBURSEMENT 
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1. Who is responsible for fund disburseftient? 

2. What are the sources of funds? 

3. Are there intermediary agents in the disbursement process? 
For what purposes are funds disbursed? 

5. When and how frequently are funds disbursed? 

6. Who receives funds? 

VL ACCOUNT RECONCILIATION 

L Who is resjx>nsibie for account reconciliation? 

2* What accounts must be reconciled? 

3. When and how frequently are accounts reconciled? 

4* Who provides the data for account reconciliation? 

5. What data are required for account reconciliation? 

6. When and how frequently are the data transmitted for account reconciliation'^ 
7* Are there auditing or program review requirements? 

8* Who is responsible for audits and/or reviews? 

9. What items are included in audits and/or reviews? 

10* When, and how frequently, are audits and/or reviews done? 

IK Who issues reports? 

12* Who determines report contents? 

13, When, and how frequently, are reports issued? 
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1^. Who receives reports? 

15. ^re there nechanisms to adjust overpayments, anderpayments, or for collec- 
tions? 

16. Who is responsible for adjusting overpayments, underpayments, or for 
collections? 

17. What factors lead to the need for adjustments or collections? 

iX. When, and how frequently, are payments adjusted or collection activities under- 
taken? 
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STUDENT FINANCIAL AID PROGRAMS: 
LEGISLATIVE HISTORY, 1965-1980 

INTRODUCTION 

Federal involvement in providing financial aid to postsecondary students has 
grown steadily in the last 18 years, the major programs being administered by the 
U.S. Department of Education. This survey consists of an analysis of these aid 
programs, authorized under Title IV of the Higher Education Act (P.L. 89-329), as 
amended. The original intent and structure of each progratn are described, and 
legislative histories are provided to delineate revisions to both program intent and 
delivery mechanisms. Also, the funding history for each program is reviewed. 

BACKGROUND 

The role of the Federal Government in providing direct financial aid to 
postsecondary students had a modest beginning during World War I, when Federal 
support was made available for training military personnel and disabled veterans in 
civilian higher education institutions.^ In the 1930s, Federal financial aid was 
extended to civilians through the Public Works Administration's channeling of 
millions of dollars into construction of college facilities. These funds were often 
used by states and localities for work-study programs for college students.^ 

The first major Federal involvement in providing student financial aid came 
with the Serviceman^ Readjustmait Act of 194*, better known as the "GI Bill." 
Millions of World War II veterans took advantage of this aid in pursuing a college 
education. Other, limited, Federally sponsored training grants and fellowships were 
initiated during the 19'>0s and 1950s as part of the creation of various Federal 
research and development agencies (e.g., the Atomic Energy Commission in 19U6 
and the National Science Foundation in 19 50). 3 

The first major Federally financed aid program targeting civilian citizens was 
implemented under the National Defense Education Act of I95S. This first omnibus 
education bill represents major growth in the scope of the Federal role in 
supplementing the financing of education. Passed by Congress in reaction to the 
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perceived threat to national security by the Soviet Sputnik launching, the Act 
established a campus-based student loan program, with Federal funds matching 
institutional nine-to-one. Repayment of the loans was partly waived for those 
student borrowers going into science, mathematics, or teaching careers. Although 
the loan program was termed a "temporary emergency measure," specifically 
targeted toward producing scientific manpower, it has grown steadily since its 
inception and its intent has been broadened.'* 

In each of these early Frderal programs, the financial support provided to 
students was perceived as a means to an end other than support to education. 
Program intents were to provide veteran benefits, bolster national defense, spur 
economic recovery, or encourage research in and development of selected disci- 
plines seen as vital to the national welfare. As Federal support of higher education 
expanded in the 1960s, the rationale for such involvement became focused on 
providing equal education opportunity for disadvantaged and minority students. In 
the social awakening of the 60s, "... equal education opportunity took on new 
dimensions, a new urgency, and a central place in public policy making for higher 
education."^ 

Over the last several decades. Federal support of higher education and of 
postsecondary students has grown into more than '^OO varied programs. The National 
Commission on the Financing of Postsecondary Education describes the general 
purposes for such support: 

• Siq>jM>rt for research in areas of national interest 

• Equal access to postsecondary education for low-income and other 
educationally disadvantaged students 

• Strengthenif^ collegiate institutions of certain types and strengthening 
all collegiate institutions in certain functions 



• Work Ibrce tralnir^ to increase the supply of skilled persons in critical 
occupations and to expand employment opportunities for unskilled 
persons 

• Special benefits to certains classes of persons, such as veterans, sur- 
vivors of Social Security beneficiaries, and handicapped and disabled 
persons. ° 
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The hallmark of higher education support legislation occurred in 1965. Lyndon 
Saines Johnson, in his State of the Union address, took the unprecedented step of 
outlining specifically his proposed program for an expanded Federal role in post- 
secondary institutional and student support. Dohnson proF>osed: 

# Grants to poor students 

# Student loans with subsidized interest 

• Standby FcKleral insurance for student loans 

• Inclusion of vocational school students in such aid programs.^ 

This proposal began a major legislative push, resulting in the omnibus Highcfr 
Education Act of 1965. The student aid programs authorized under Title IV of the 
Act fail into three categories: the Pell Grant, Campus-Based, and Guaranteed 
Student Loan ; ^ograms. 



1.0 PELL GRANT PRCXIRAM 



Tlie Basic Educational Opportunity Grant Program, renamed the Pell Grant 
Program in 1980 to honor its initiator, Senator Claiborne Pell (D-Rl), was estab- 
lished in the 1972 Education Amendments (P.L. 92-318). Basic program provisions 
included providing eligible undergraduate students with a basic educational grant of 
$1,^*00, minus expected family contributions. 

• The $1,^00 amount was reduced proportionately for students with less 
than full-time status. 

• The grant amount could not exceed the difference between the expected 
family contribution for a student and the actual cost of attendance at 
the institution, nor could it exceed 50 percent of the actual cost of 
attendance for any year. 

• In any year in which the program was less than fully funded, individual 
student entitlements would be reduced according to a sliding scale, with 
individual grants not exceeding 50 percent of the actual cost of atten- 
dance minus expected family contribution (60 percent if the program 
were funded at least 75 percent of entitlement). 

• No grant award was to be less than $200. 

• Students could not receive grants for more than four years, unless the 
institution required more time for completion of the academic program. 

• A Schedule of Expected Family Contributions would be published 
annually in the Federal Register (by February 1), to take effect the 
succeeding academic year. In promulgating these regulations, the 
following criteria were to be considered: 

Amount of annual adjusted income of the student or the family 
The number of dependents 

The number of dependents receiving family contribution for 

attending a postsecondary instituti<m 

The amount of assets of the student and the family 

Any unusual medical expenses of the student or family 

Any sums received by the family or student under Social Security 

and 50 percent of any veteran's bienef its received. 

The same criteria applied for calculating the contribution of students 
determined to be independent. 



• The Commissioner (now Secretary) of Education was given regulatory 
authority to determine information and assurances to be included in the 
annual application form and to specify how grant payments would be 
made. 
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• a\ trigger furxJing provision was included. No basic grant paynf>ents could 
be mad<» in any fiscal year in which the appropriations for supplemental , 
grants, work-study grants, or direct loans fell below specified levels.8 



1. 1 REVISIONS AND AMENDMENTS 

lAA Education Amendments of 1976 iP.l. 9^-^82) extended the Basic Grant 
program through FY79 and raised the grant amount to $1,800, effective academic 
year 1978-79. The 1976 Amendments aisos 



# Revised the deadlines for pMiblication of the Expected Family Contribu- 
tion Schedule. The Commissioner (now Secretary) was required to 
publish by July 1 the schedule for the academic year of the next calendar 
year, 

# Added a sixth factor to be considered in estimating expected family 
contributions: any educational expenses of other dependent children in 
the family. 

# Deleted the provision that Social Security benefits and half of veteran*s 
benefits be considered as effective student income. (These benefit? 
were stilJ to be considered as effective f amil y income.) 

# Repealed the provision that whenever funds were insufficient to fully 
fund entitlements, the Basic Grant ^ a maximum of 50 percent funding 
of need. 

# Continued the trigger provisions for funding of SEOG, Work-Study, and 
NDSL programs at specified levels. 

# Authorized the Commissioner to make an annual payment to each 
participating institution of $10 per enrolled Basic Grant recipient 
(institutional payments to be used first to disseminate information about 
student aid programs and then for other administrative costs). 

# Autho'ized the Commissioner to enter into agreements with two to five 
states for the processing of their residents* BEOG af>pli cat ions. The 
Commissioner was then required to report to Congress on the experience 
with multiple state processing, including its impact on the delivery of 
student financial aid.^ 



B-} 193 



DRAFT 

1.U2 The Middle Income Student Assistance Act of 1978 (P.L 95-566) greatly 
increased access to the Basic Grant progrann by legislating less restrictive eligibility 
requirements than those which had been previously set by regulation. The 1978 
MISA Act: 

• Limited the percentage of parental discretionary income calcuated as 
educational contribution to 10.5 percent (beginning after the 1978-79 
academic year). (Parental discretionary income is that calculated 
through the need analysis system to be available for spending on other 
than subsistence. Program regulations for the 1978-79 academic year 
required that 20 percent of the first $5,000 of discretionary income and 
30 percent of any additional discretionary income be applied toward 
college expenses.) 

• Required program regulations to provide independent students with 
dependents the same asset exemptions as provided to families of 
dependent students in determining the amount expected to be con- 
tributed toward education expends- Also, the law was amended to 
require that independent students with ctependents and families of 
dependent students contribute the same percentage of unexempted 
assets toward education expenses. (Regulations for 1978-79 exempted 
no assets for independent students; families of dependent students were 
allowed $17,000 in exemptions for non-farm and non-business assets, and 
$50,000 in exemptions for farm/business assets. Families of dependent 
students were expected to contribute five percent of unexempted assets 
toward education expenses; inder>endent studenls were assessed at 
33 percent of unexempted assets-) 

• Required program regulations to calculate the amount exempted for 
subsistence costs of single independent students in the same manner as it 
is determined for ail other students. 

• Modified the reduction table for Basic Grants, if funding were not 
sufficient to meet all entitlements, so that those students in greatest 
need of assistance would receive a larger percentage of their grants. 

• Continued the trigger provisions at raised levels for 5EOG and Work- 
Study, and at the same level for NDSL. 

• Broadened the definition of proprietary institutions eligible for partici- 
pation in Title IV student financial programs (except GSL) to include 
those which admit students not having graduated from high school* 

• Included funds from Guaranteed Student Loans as part of the expected 
family contribution in the need analysis. 
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1.1.3 The Education Amendments 19Z0 (P.L. 96-37^^) extended the Basic Grant 
program through FY85, widened eligibility for the program, and significantly 
increased benefits. The 1980 Amendments officially renamed the program "Pell 
Grants" to honor its initiator, Senator Claiborne Pell O-RI). Significant provisions 
in the 1980 Amendments include: 

• Broadening of eligibility for all Title IV aid programs; The language in 
the Statement of Purpose was changed from "qualified students" to 
"eligible students (defined in accordance with Section ^S^)"; and "... of 
exceptional need who, for lack of such a grant, would be unable to obtain 
the benefits of a postsecondary education" was revised to "... who 
demonstrate financial need." 

Section ^S^f establishes the criteria that a student (1) be enrolled in an 
eligible institutiwi at least one-half time, (2) maintain satisfactory 
progress as determined by the institution, (3) not be in default for any 
student loans or granti, and (^) make a statement that the grant or loan 
proceeds will be used solely for education-related expenses. 

• Raising maximum grant amounts through FY85: 

Academic Year 1981-S2 $1,900 

1982-83 $2,100 

19S3-Si* $2,300 

198'f-85 $2,500 

1985-86 $2,600 



Raising the percentage of the actual cost of attendance allowed to be 
covered by a Pell Grant: 



Percentage of 

Grant Amount Cost of Attendance 

to $1,900 50% 

$1,900 -$2,099 55% 

$2,100 - $2,299 60% 

$2,300 - $2,599 65% 

$2,600 70% 



• Further revising the method of calculating grant reductions, when funds 
are insufficient to pay full entitlements, to provide greater amounts for 
the lowest -income students. 



• Changing the eligibility period from five academic years to the period 
required for completion of the first baccalaureate course of study, 
including any periods of noncredit or remedial study deemed necessary 
by the institution. 
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• Allowing institutions greater discretion in determining whether a greater 
amount of assistance than set by the scale would better serve the 
purposes of the prograrn for individual students. 

• Continuing the trigger provisions for SEOG, Work-Study, and NDSL at 
specified levels. However, the triggers do not apply if the maximum Pell 
Grant amount does not exceed $1,800. 

• Prescribing that a common Federal financial aid application ior,rt be 
developed by ED for individual determination of need and eligibility for 
assistance under the Pell, SEOG, CW-S, and NDSL programs. The 
application is to be processed at no charge to the applicant.^ 



1.2 FUNDING HISTORY 

The Pell Grant Program is funded entirely by the Federal Government. Funds 
are appropriated annually by Congress for use during the following award period. 
(See Figure B-i.) 
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2.0 CAMPUS-BASED PROGRAMS 



Three student financial assistance programs are categorized as Campus-Based 
Programs because the institutions have greater discretion in determining eligibility 
for, and amount of, assistance and have a more direct involvement in administering 
the program to student recipients. The three programs, Supplementary Educaticnal 
Opportunity Grants (SEOG), College Work-Study (CW-S), and National Direct 
Student Loans (NDSL) were consolidated under Title IV of the Higher Education Act 
by the Education Amendments of 1972, 



2.1 SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS 



The Supplemental Educational Opportunity Grant (SEOG) Program, the first 
program of Federal grants to undergraduates, was established originally under the 
Hig^ Education Act of 1%5 as the Educational Opportunity Grant Program. The 
program was renamed and slightly refocused in the Education Amendments ol 1972 
with the establishment of the Pell Grant Program. The major purpose of the 
program is to provide qualified students of exceptional financial need gr. s to 
obtain a pKjstsecondary education. 

The Educational Opportunity Grant Program was established to provide aid to 
undergraduate students with exceptional financial need- The grants originally 
ranged from $200 to $800 a year, or to an amount not more than one-half the total 
amount of assistance (excluding Work-Study) provided to the student, whichever was 
less. An additional $200 was provided to students in tfie top half of their class the 
preceding year who demonstrated need. 

Provisions of the original Ed«icational Opportunity Grant Program were: 

• Individuals made application for a grant through a higher education 
institutiwi participating in the program. 

• The institution selected grant recipients, based on the following criteria: 

The student had been accepted for full-time enrollment or was a 
full-time undergraduate in good standing 

The student showed academic or creative promise and capability of 
maintaining good standing 

The student had exceptional financial need and would not, except 
for the grant, be able to attend the institution, 

• The Commissioner of Education was given regulatory authority to 
prescribe criteria or schedules for determining grant amounts- 
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• Students who maintaioed a satisfactory standing and fuil-tim^ atten- 
dance were eligible for the grant for four years. 

« Program appropriations were distributee among the states on a formula 
based on the relative number of students enrolled on a full-time basis in 
higher education institutions in each state. The Commissioner of 
Education would then allocate funds to individual institutions from each 
state's allotment. Institutions applied for funds using criteria designed 
to achieve equitable disiribution of funds within each state to all eligible 
participating institutions* 

• Institutions participating in the program agreed to the following: 

To use funds only for the specified purposes 
To consider carefully the student's source of income and assets 
Where appropriate, to make efforts to identify qualified youth of 
exceptional financial need and encourage them to pursue a post- 
secondary education 

To maintain efforts in their own scholarship and loan programs. 

• Institutions were permitted to transfer up to 25% of their SEOG program 
payments to their NDSL funds- 

• The legislation authcK-ized the program through FY70 and authorized $70 
million for each 



2AA Revisions and Amendments 



2.1.1. i Higher Education Amendments of 1968 (P.L. 90-575) extended the 
Educational Opportunity Grant Program for three years and raised the maximum 
amounts o! an individual grant from $800 to $1,000. However, any compensation 
from the Work-Study urogram was considered in determining the amount of the 
grant to be awarded* The participating institutions' administrative costs of 
operating the grant profjram were included in the 68 Amendments as payable from 
the grant program funds^ One hundred million dollars was authorized for the 
nrogram FY70; $U0 million for FYllA^ 



lAA^l Education Amendment of 1972 extended the existing program as the 
upplementary Educational Ojjportunity Grant (S£OG) Program* As the renaming 
ndicated, the program was now intended to be supplementary to the newly 

authorized Basic Educational Opportunity Grant Program. Sp>ecific provisions of the 

1972 Amendments included; 
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• Appropriations of $200 million were authorized for each FY73^75 for use 
only for initial year grants* "Such sums as may be necessary" were 
authorized for continuation grants* 

• The maximum amount of a supplementary grant was raised from $1,000 
to $1,500 a year, with a ^-year maximum total limited to $^,000 ($5,000 
for students in approved 5^year programs). The limitation of one-half 
the sum of the total amount of student financial aid being provided still 
applied^ 

• Eligibility criteria were expanded to allow half-time students to benefit 
from the program* 

• Criteria to determine financial need were prescribed: 

Family assets which could reasonably be available for education 
expenses 

The number of dependents in the family 

The number of children attending postsecondary institutions 

Any catastrophic illness in the family 

Other circumstances affecting the student's financial need. 

• The institutional agreement provisions specified that the institutions 
would make 'Vigorous efforts*' to identify qualified youths of exceptional 
financial need and encourage them to pursue postsecondary education by: 

Establishing or strengthening close working relationships with 
secondary school principals and guidance counselors 
To the extent feasible, making commitments for financial aid to 
such students, with special emphasis on students enrolled in llth 
grade arKl lower* 

• Tne Commissioner of Education was given authority to apportion 10% of 
the total program appropriation among the states under criteria he 
established to carry out of the program*^ 

2-U1.3 Education Amendments of 1976 extended the authorization of the 
SEOG program through FY79. The previous authorization levels'of $200 million for 
new grants and such ^ms as necessary^ for continuation grants were continued. No 
program revisions or amendments were made*^^ 

Education Amendments of 19S0 extend the SEOG program through 
FY85. Appropriations are authorized at a level of $350 million for each FYSU85. 
Other revisions ami amendnrents include: 

• The continuance of separate initial year and continuing year authori- 
zations. Howeveri institutions are now allowed to determine the 
proportion of SEOG allocations among initial year and continuing year 
students^ (Prior to the 1980 Amendments, institutions were required to 
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use initial year allocations only for first-year students and continuing- 
year allocations only for continuing students unless the Department 
granted permission to transfer funds from one account to the other.) 

• The maximum grant ajnount is raised from $1,500 to $2,000 per year. 

• Institutions may use up to 10% of their allocations for grants to less- 
than-half-time students. 

• The formula for institutional allocation is revised. Institutional need for 
funds is to be determined by subtracting from 73% of student expenses 
the sum of: 



Expected family or independent student contributions 

Awards made under the Pell Grant or State Student Incentive 

Grant programs 

25% of grants and awards made by an institution from its own 
resources. (However, the Secretary may not penalize institutions 
required under state law to provide scholarships or grants fro n 
their own resources, yet cannot determine selectiwi criteria or 
select recipients.) 



• The formula for individual institutional allocation is also placed on a 
sliding scale depending upon the amount of total appropriations for each 
fiscal year: 



2.1.2 Funding History 

The SEOG program is funded entirely by the Federal Government. Funds are 
appropriated by Congress for use during the following award period. (See Fig- 
ure B-2.) 

2.2. COLLEGE WORK-STUDY 

The College Work-Study Program created under the Economic Opportunity Act 
of 1964 was transferred from the Office of Economic Opportunity to the Officer of 
Education by the Higher Education Act of 1965, which also extended the program 



Total appropriation 



Percentage of 79-80 funds 
assured to institutions 



under $^00 million 
$^00-$^20 million 
$^2O-$i^U0 million 
$^^fO-$^60 million 
$460-$V80 million 



100% 
80% 
60% 
t*0% 



20% 16 
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through FY68, As originally enacted, the Work-Study program provided Federal 
matching funds at a 9:1 ratio to pay salaries for the part-time employment of low- 
income students by either the higher education institution or a private sector 
employer^ The 1965 Higher Edu^^tion Act also made the following program 
amendments: 

• The participating institution could pay its share of the program cost by 
furnishing services or supplies. 

• Eligibility requirements were relaxed to permit participation in the 
program by individuals from other than low-income families. However, 
preference was still given low-income students- 

• A provision was enacted to guarantee that work {>erformed by students 
under this program would neither displace other workers nor interfere 
with existing contracts or services- 

• The definition of eligible institution was revised to conform with the 
definition used for the other Title IV orograms, thus expinding the types 
of institutions eligible to participate- ^ 7 

Z,2A Reviskms and Amendments 

2.2. !• I Higher Education Amendments of 1968 transferred the College Work- 
Study Program to Title IV, Part C, of the Higher Education Act of 1965, and 
extended the program through FY7L The 196S Amendnnents made the following 



# The definition of eligible institution was broadened to include vocational 
schools and certain types of proprietary institutions (beginning FY71)* 

# The 1 5-hour-per-week work limit for participating students was waived 
during vacation per iods« 

# The Federal matching s^are was set at SO percent, except as waived by 
the Commissioner*^^ 

2^2 A ^ Education Amendments of 1972 extended the Work-Study program 
through FY75# Revisions and amendments included; 

# Redefining student eligibility criteria: 



Consideration of the actual cost of attending the institution was to 
be included in determining student participants^ 
"From low-income families" was amended to "with the greatest 
financial need, taking into account grant assistance" for defining 
eligible students. 



revisions: 
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Students were also required to show academic or creative promise 
and the ability to maintain their good standing in order to remain 
eligible tor the progra n. 



• Establishing a new component of a community service learning program. 
The program provided students part-time employment in projects 
designed to improve community services or solve particular community 
problems. (Such fields as health care, welfare, public safety, crime 
prevention, transportation, recreation, and housing were included*) For 
FY72, $25 million was authorized for the community service program; 
$50 million was authorized for each FY75^75t Preference to veterans 
who had served in Indodiina or Korea after August 5, 196^, was given in 
recruiting participants for jobs in the program* 

2JZA.3 EAicatkm Amendments of 1976 extended the College Work-Study Pro- 
gram through FY82, and significantly increased its authorized appropriations. In FY76 
the authorization level had been set at $420 million. The FY77 level was set at $450 
million, increasing to $720 million by FYS2. 

Revisions included: 

• Allowing institutions to use a portion of their payments for administrative 
costs 

• Terminating the Federal subsidy to students who earned $200 or mort in 
excess of their determination of need for each semester 



• Allowing institutions to use the lesser of 10 percent or $15,000 of their 
allotments to develop or expand job location and development programs 
(for students during their enrollment in the institution, not for after 
graduation) 

• Requiring participating institutions to provide certain assurances, including 
an annual report, of the uses of the Work-Study funds and an evaluation of 



2.2 A A Educatkm Amendments of 1980 extended the program through FYS 5 and 
raised the authorized appropriations, in yearly gradients, to $830 million by then. 
Provisions of the 80 Amendments include: 

# Removing the previous emphasis on students ^with great financial need** 

• Providing that participating institutions 




May use up to 10 percent of their program allotment for iess-than- 
half-time students 

Shall receive at least their FY79 allocation in succeeding years unless 
there is a substantial declir^ in enrollment 
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Must pay student workers the minimum wage 

May retain up to 10 percent of an allocation for use the succeeding 
year 

May use up to $25,000 for a job location and development program 
May use up to 10 percent of the administrative allowances to 
establish community service learning programs 

Must fwovide assurances that the Work-Study employment will com- 
plement the academic program or vocational goals ot each student 
participant. 

• Creating a set-aside of 50 percent of reallotment funds for institutions 
having coop>erative education programs. 

2.^ .2 Funding History 

College Work-Study funds are a combination of Federal and institutional 
contributions. In general, the Federal share of CW-S funds paid to a student may not 
exceed 80 percent of the total. An institution may choose to stretch its Federal funds 
by increasing its contributions to CW-S and using a Federal share of less than 80 
percent. Federal funds are appropriated yearly by Congress for use the following 
academic year. The institutional share may be derived from any source other than 
Federal funds allocated for the CW-S program. (See Figure B-3.) 

2.3 NATIONAL DIRECT STUDEIVT LOAN 

The National Direct Student Loan (NDSL) Program is a continuance of the 
National Defense Student Loan program authorized by Title II of the National Defense 
Education Act of 1958. The program was transferred to Title IV of the Higher 
E<fcicatk)n Act of 1965 by the Education Amendments of 1972. The purpose of the 
NDSL program is to assist in establishing and maintaining revolving loan funds at 
higher education institutions so they may provide low-i!^iterest loans for financially 
needy students. 

In the National Defense E<fcjcation Act of 1958, the Commissioner of Education 
was authorized to enter into agreements with participating higher education insti- 
tutions for the establishment of student loan ^unds which would receive Federal 
capital contributions to institutional contributions in a ratio of 9;1. Federal loans 
could be provided to the institution to enable it to meet the required l/9th 
contribution. Students who demonstrated financial need (with special consideration 
given those who also demonstrated superior ability in certain academic disciplines) 
were eligible to borrow up to $1,000 annually up to an aggregate amount of $5,000. 
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FISCAL 
YEAR 

1965 
1966 
I9b7 
1968 
1969 
1970 
1971 

1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 

1980 (est.) 

1981 (proj.) 



APPHOPRIAnONS 
(in 000*8) 

$ 55,710 
99,123 
134,100 
139,900 
139,900 
152,460 
158,400 

426,600 
270,200 
270,200 
420,000 
390,000 
390,000 
435,000 
550,000 
550,000 
550,000 



AUOCATHD 
(in 000*3) 

$ 54,865 
99,966 
134,099 
133,750 
143,434 
146,539 
312,692 

272,175 
270,200 
270,200 
420,000 
390,000 
497,615 
454,001 
547,023 
547,721 
550,000 



NUMBER OF 

115,000 
275,000 
300,000 
352,436 
385,000 
425,000 



600,000 

556,000 
570,000 
570,000 
696,661 
845,275 
852,475 
922,621 
975,620 
980,000 



B 



AVERACS: 

$290 
380 
425 
410 
450 
470 



r«J!>©EK OF 
PARTXCIPATIt^ INgrXTUriONS 

1,095 
1,534 
1,700 
1,800 
2,177 
2,386 



640 

532 
518 
518 
626 
555 
573 
646 
622 
625 



B 



2,524 

2,696 
2,992 
3,154 
3,215 
3,221 
3,197 
3,220 
3,300 
3,350 



B 



For some y^rs allcDcaticxi greater than aii^ropriation vAiich reflects carry-over from previ(Xis year. 



B 



Grant period is ei^teen mcnths - (January 1, 1971 - June 30, 1972). 



Scxunc^: U.S. DGpartnient of Education, OSFA Program Boc^ . CJonpiled by the Office of Student Financial 
Assistance. Wasiiington, D.C., July, 1981, p. 73, 
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Student borrowers who transferred institutions could transfer their loans if the second 
institution participated in the program. Repayment of the loans began one year after 
the student ceased full-time attendance and had to be completed 10 years after the 
beginning of the repayment period* The interest rate on the loans was 3 percent, 
accruing from the beginning of the repayment periods Loan repayments could be 
delayed, and up to 50 percent of the debt could be cancelled under specified 
conditions*^^ 



2*3.1 Revisions and Amendments 



2,3*U1 Higher Education Act of 1965 amended the National Defense Student 
Loan as follows: 

• The loan funds could be used to cover up to one-half the institution's 
administrative costs, incliKling collection costs. The maximum funds whtch 
could be used was 1 percent of outstanding loans. 

• The repayment period was amended to begin nine months following the 
date the borrower ceased to be at least a half-time student. However, the 
delay in repayment was extended to include three years half-time study. 

• The institution could require a minimum monthly repayment of $15 and 
could assess j>enaltie5 for late repayment or late submission of evidence for 
delay m repayment. 

• The forgiveness provision was expanded to allow cancellation of the entire 
loan obligation at the rate of 15 percent per year for persons teaching in 
areas of high concentrations of low-income families, 

• Institutional eligibility was broader^ by revising the eligibility provisions 
to conform to the definition provided under Title IV Part B.23 
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2.3.1.2 Higher Education Amerxiinents of 196S extended the NDSL program 
through FY72, and authorized the following rcvlAons: 

• Entitled institutions to a payment from their student loan fund in lieu of a 
reimbursement for administrative expenses during each fiscal year. The 
payment equaled 3 percent of the principal amount of the loans made from 
the fund for each year. 

• Extended the 50 percent forgiveness provision for persons entering the 
teaching profession through FY70. 

• In determining eligibility, eliminated the sp>ecial consideration previously 
given students with superior academic backgrounds. 

• Broadened institutional eligibility to include proprietary schools. 
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Z»3.1*5 Education Amendments of 1972 extended the NDSL program through 
1975 and authorized appropriations of $^00 million for each year. The 72 Amendments 
also transferred the program to Title IV, Part E of the Higher Education Act of 1965* 

The following revisions and amendments A^ere incorporated into the program: 

• An "apportionment of appropriations*" formula for disbursement of NDSL 
funds to the states was established* Ninety percent of the funds would be 
apportioned to the states in the same ratio as the proportion of full-time 
students in a state to the national total of full-time students. The 
remaining 10 percent would be divided among the states at the discretion 
of the Commissioner of Education in order to achieve a distribution of 
funds which would most effectively carry out the pHjrpose of the program* 
Postsecondary institutions who wished to participate in the NDSL program 
and to receive Federal capital contributions had to submit applications as 
required. 

# The existing annual loan ceilings of $1,000 for undergraduate students and 
$2,500 for graduate students were removed. These were replaced with 
aggregate loan ceilings of $2,500 for students in the first 2 years of 
college, $5,000 for those who had completed the first 2 years of undergrad- 
uate study, and $10,000 for graduate or professional students (including 
their undergraduate loans). 

• The minimum monthly payment an institution could require was raised to 
$30. 

♦ Consideration of parental income or assets was exempted in determining 
the financial need of a student who was a veteran* 

# The provision allowing an institution to borrow from the government to 
meet its l/9th required contribution to the loan fund was deleted. 

# The forgiver^ss provisions were revised: 

A forgiveness rate of 15 i>ercent for the first two years, 20 percent 
for the second two years, and 30 percent for the fifth year was 
established for those serving as teachers in a Title I (low-income) 
school or as teachers of the har^Jicapped. 

A rate of 15 percent per year was established for full-time service as 
a staff member in the VISTA program. 

A rate of 12*5 percent per year, not to exceed a total of 50 percent 
of the loan was established for those serving in the armed forces in 
an area of hostility. 25 

23AA Education Amendments of 1976 authorized Federal capital contributions 
to the program through FY 1979 at the previous annual level of $^00 million* The 1976 
Amendments included a new provision which required institutions to notify the Office 
of Education when a loan repayable in monthly installments had been in default for 120 
days or a Joan repayable in less frequent installments had been in default for 180 days. 
New loan terms were also enacted: 
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• Institutions no longer were required to notify the Office of Education 
before suspending the eligibility of students who failed to maintain good 
standing* 

• Borrowers were allowed to begin their repayments earlier than nine months 
after ceasing to be half-time students- 

• Institutions could allow borrowers to pay less than the $30 monthly 
minimum for a period not to exceed 1 year. 

• For loans made after 3une 23, 1972, the borrower's liability would be 
cancelled upon death or disability.^^ 



2-3.1.5 Education Amendments of 1980 changed the NDSL program in various 
ways. The most major change was the authorization of two separate funding methods 
for the program. The previous NDSL financial structure was retained and extended 
through FY85, with authorized direct appropriations increasing gradually from $^00 
million to $625 million. Also, a second approach allowing the Secretary of Education 
to raise capital for NDSL by borrowing through the Treasury Department or the 
Federal Financing Bank was authorized. Provisions of this option include: 

• The decision whether and how much to borrow is to be determined by the 
annual appropriations process. Such borrowing is also contingent on terms 
approved by the Treasury Secretary. 

• Funds from borrowing will be allocated directly to the institutions and not 
be subject to the state allocation formula. Institutional allotmersts will be 
based on need, taking into account: 

Cost of attendance 
Student need 

Available financial assistance (except GSL). 

(However, institutions are guaranteed the amount they received in FY80.) 
No institutional match is required. 

• In years when over $1 billion is borrowed, repayn^ents on loans made under 
the original campus revolving funds program (minus institution's 10 
percent share) would revert to the Federal Treasury. 

• Institutions would have the option to (1) originate loans only and receive an 
administrative payment of $10 per loan, or ^2) originate and service loans 
and continue to receive the full administrative payment. 



Other revisions of the NDSL program in the SO Amendments include: 
• Increasing the interest rate from 3 percent to ^ percent 
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• Shortening the grace period between termination as a half-time student 
and beginning of loan repayment from nine months to six months 

• Amending the collection practices to require the Department of Education 
to provide postsecondary institutions with the names and addresses of 
borrowers and to enter into agreements jvith credit bureaus to exchange 
information on loan default cases 

• Increasing the aggregate loan limits: 

$3,000 for students in their first two years of an undergraduate 
program 

$6,000 for students having completed the first two years 
$12,000 for graduate and professional students 

• Extending repayment deferrals to; 

Officers in the Commissioned Corps of the Public Health Services 
Full-time volunteers in service for a non-profit organization compar- 
able to that of the Peace Corps or VISTA 

Those serving a required internship before commencing professional 
practice 

Those disabled due to illness or injury. 
2,3^ Fundii^ Histof7 



NDSL funds are a combination of Federal and institutional capital contributions 
in a 9:1 proportion. The Federal capital contribution is appropriated annually by 
Congress for use the following academic year. Allotments to states are based on the 
number of full-time postsecondary :;tudents enrolled in a state compared with the total 
enrollments in the nation. Institutional allotments within a state are based on their 
approved applications. (See Figure B-^^.) 
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W 
I 

CO 



FISCAL 
YEAR 


APPROPRIATIONS 
(in 000»s) 


liQANs TO sm>ENrs 

(in 000 's) 


NU^Em OF 
BORRTWERS 


AVER/V5E 
LOAN 


mmEii OF 

PARTICIPATING INJ 


1959 


$ 30,883 


$ »>, 502 


24,831 


383 


1 , 196 


1960 


40,393 


50, .2 


115,450 


434 


1,359 


1961 


57,474 


;u,962 


151,068 


470 


1,412 


1%2 


73,845 


89,102 


186,465 


478 


1,470 


1963 


90,000 


113,732 


216,930 


478 


1,528 


1964 


121,168 


119,536 


246,840 


484 


1,560 


1965 


145,000 


166,608 


319,974 


522 


1,616 


1966 


179,300 


214,333 


377,722 


568 


1,639 


1967 


190,000 


221,600 


395,000 


561 


1,694 


1968 


190,000 


233,700 


429,000 


521 


1,''38 


1969 


190,000 


240,839 


455,998 


540 


1,818 


1970 


188,785 


240,541 


452,144 


532 


1,867 


1971 


236,500 


311,965 


547,307 


570 


2,092 


1972 


309,600 


397,749 


645,696 


616 


2,186 


1973 


286,000 


433,000 


655,000 


661 


2,293 


1974 


286,000 


440,000 


680,000 


647 


2,643 


1975 


321,000 


460,000 


690,000 


667 


2,985 


1976 


321,000 


559,487 


764,591 


732 


3,167 


1977 


310,500 


614,868 


795,134 


773 


3,284 


1978 


310,500 


640,424 


808,616 


792 


3,326 


1979 


310,500 


645,684 


953,190 


671 


3,274 


1980 (est.) 


286,000 


710,816 


860,552 


826 


3,222 


1981 (proj,) 


186,000 


647,598 


780,238 


830 


3,500 



ERIC 



Source: U.S. Department of Education. OSFA Program Bode . Ccrpiled by the Office of Student Financial Assistance. 
Washington, D.C., July, 1981, pp. 54-55. 
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What has come to be known as the Guaranteed Student Loan Program was 
created in the Higher Education Act of 1965 as part of the Congressional response 
to President Johnson's proposals for student support. The original legislation had 
three main purposes which hold constant today: 

# To €?ncourage states and nonprofit private institutions to establish adequate 
loan insurance programs for college students 

# To provide a Federal program of loan insurance for students who do not 
have access to other programs 

# To subsidize a portion of the interest on loans made by student borrowers- 

To accomplish these purposes, the 1965 legislation contained three major provisions: 
(1) authorization of advances for reserve funds for state and private nonprofit loan 
insurance programs; (2) establishment of a Federal loan insurance program; and (3) 
authorization of a program to pay interest subsidies on loans made by student 
borrowers* 

Advances for Reserve Fwds 

An appropriation of $17.5 million was authorized over FY66-^69 to aid in 
establishing or strengthening state and private nonprofit loan insurance programs for 
postsecondary students* The Commissioner of Education was given the authority to 
extend advances to private nonprofit programs if state programs were nonexistent or 
judged to be noncomprehensive. The intent of the reserve fund advances was to ensure 
that students in all eligible institutions would be able to participate in an insured loan 
program* Apportionment of the advance funds was in proportion to each state's 
population aged 18-22* The Commissioner was given authority to regulate terms and 
conditions for the awarding of advances and for their repayment. 

Federal Student Loan biawance 

The Federal program for student loan insurance was originally authorized as a 
temporary measure to provide assistance until state and private nonprofit loan 
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insurance programs were accessible to all eligible students wishing to secure a loan. 
($700 million in loans could be insured during FY66; $1 billion in FY 67; and $IA billion 
in FY6S.) After 1968, Federal loan insurance was to be available only to students 
having previously secured loans under the program to allow them to complete their 
studies. Under the original legislation, no Federal insurance could be granted for 
student loans made after June 30, 1972. 



Other provisions of the Federal loan insurance program included: 



• Upon receipt of an appropriate application by an eligible lender, the 
Commissioner of Education could issue a certificate of comprehensive 
insurance coverage which would insure all student loans made in 
accordance with the law and regulations by the lender before a specified 
cutoff date. 

• The Federal insurance would cover 100 percent of each loan's unpaid 
principal. The maximum annual insurable loan- for undergraduate students 
was $1,000, with a $5,000 maximum aggregate of principal. Graduate or 
professional students were insured for annual loans of 51,500 maximum, 
with an aggregate of $7,500 principal. 

• Borrowers were eligible for Federally insured loans if they had been 
accepted by, or were attending in good standing, an eligible institution. 
Students had to maintain at least a half-time status. Also, the borrower 
had to submit to the lender an institutional expense statement. 

• The interest rate of the Federally insured loans was set at 6 percent (under 
certain circumstances, 7 percent); the minimum annual repayment was 
$360. The repayment period, beginning 9-12 months after ihe student left 
school, was between 5 and 10 years. Deferments of up to three years were 
granted borrowers serving in the military or the Peace Coros; however, 
interest would continue to accrue. 



The Act made provision for the government to repay the "amount of loss" on a 
Federally insured student loan, o- a student loan insured through a state or private 
nonprofit agency under the program, in the case of default by ^e borrower, or because 
of the borrower's death or permanent disability. The "amount of loss" covered only the 
unpaid balance of the loan principal. 



friterest Stri>sk!ies 



The third segment of the student loan program provided an interest subsidy for 
Federally insured loans and loans insured by a state agency or private nonprofit 
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organization under the program. Student borrowers were eligible for the interest 
subsidy if their adjusted family income was less then $15,000 a year. (Adjusted family 
income considered income, assets, number of dependents, and number of dependents 
attending postsscondary institutions.) Under this provision, the government paid all 
interest while the borrower attended school on at least half-time status, and 3 percent 
of the interest during the repayment f>eriod. 

For the first two years of the prografn, interest subsidies were available for 
loans insured through state and private nonprofit plans which limited the interest rate 
to 6 percent and provided a grace period of at least 60 days after a borrower left 
school before repayment began. 

After 3une, 1967, state and private loan insurance programs had to include the 
following provisions for borrowers to receive interest subsidies: 

• Authorize the insurance of at least $l,OO0 but not more than $1,500 in 
loans for any eligible student each academic year 

• Authorize loan insurance for any eligible student for at least six academic 
years 

• Provide no penalties for accelerated ref>ayment; the period of any loan 
could not exceed 15 years from the date of execution; and the note must 
contain default provisions prescribed by regulations 

• Provide a repayment period on loans exceeding $2,000 of between 5 to 10 
years, beginning 9 to 12 months after the borrower ceased to sustain half 
time student status 

• Limit interest paid by the student to 6 percent f>er year on unpaid principal 
balances 

• Insure ac least 80 percent of the unpaid principal balances 

• Not allow collection of excessive premiums 

• Provide that the benefits of the program will not be denied any student 
because of family income or lack of need, if adjusted family inconne is less 
than $15,000 

• Provide that a student may obtain loan insurrnce for any year of study 

• For state programs, provide that the program be administered or 
supervised by a single state agency. 

In addition to establishing these three major progratn components, the 1963 Act 
also included provisions allowing Federal credit unions to use up to 10 percent of their 
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assets for insured loans under the program to student members, and the establishment 
of an Advisory Council on Insured Loans to Students to advise the Commissioner of 
Education on matters of policy and procedure*28 



3.1 REVISIONS AND AMENDMENTS 



3AA Higher Education Amendments of 1968 extended all three components of the 
loan program for three years, including the "temporary" Federal direct loan insurance 
provision* 

Specific revisions to the reserve fund advance program included: 



# Requiring an equal amount in matching non-federal funds from recipient 
state agencies and private institutions before an advance could be made 

# Authorizing Federal payment of limited administrative costs to state 
student loan programs which were required by state law to limit interest 
rates to 7 percent or below 

Substantive changes were made in the loan insurance provisions: 

# Because of rising market interest rates, the interest charged to student 
borrowers was raised from 6 percent to 7 percent 

# The Federal liability for default costs in states with a state agency to 
guarantee student loans was reduced from 100 percent to 80 percent. The 
states were made responsible for the remaining 20 percent 

# The Federal Governinent would continue to insure lenders directly at ^00 
percent where no state agency existed. These loans would be made under 
the Federally Insured Student Loan (FISL) program, FISL also would 
directly serve postsecondary institutions whidi d^ose to make student loans 
from their own capital 

# The National Vocational Student Loan Insirance Act of 1965 was merged 
into the student loan insurance program (HEA*1965), "Eligible institution" 
was redefined to include vocational schools. 

# Approved pension funds were allowed to participate in the loan insurance 
program^ 

# The maximum aggregate loan amount for undergraduate students was 
revised upward from $5,000 to $7,500 (thus matching th. previously 
established maximunr.' for graduate and professional students)^ 

# The **amount of loss** for which the Federal Government was liable in case 
of death or disability of the student borrower was expanded to include the 
interest owed on the loan^ 
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The 1968 Amendments extended the full loan interest subsidy for students 
maintaining at least half-time enrollment status, but eliminated the 3 percent subsidy 
for borrowers during the repayment period. The Amendments also authorized 
deferment of repayment of nori-Federaily insured loans (those insured through state 
agencies or private nonprofit organizations) while the borrower was enrolled full-time 
at a postsecondary institution, or for a maximum of three years while the borrower 
was serving in the military, Peace Corps, or VISTA. Federal payment of interest 
accruing during deferment jseriods was authorized. 29 

3.1.2 The Emergency bistred Student Loan Act was passed by Congress in 1969 again 
because of rising market interest rates. It provided a special allowance to be paid by 
the government to student loan lenders- The allowance was based on the total amount 
of unpaid student loans held by each lender. This amount, set each quarter, could not 
exceed 3 percent of the cumulative amount the lender had lent to date/^0 

3.1.3 Education Amendments of 1972 extended the GSL program through FY75- The 
individual maximum annual insurable loan amount was raised from $1,500 to $2,500, 
and the Commissioner of Education was given the discretion to set a higher amount in 
cases where he felt it warranted. The $7,500 maximum aggregate remained for 
undergraduate students; graduate and professional students were allowed a total 
maxi-num aggregate amount of $10,000. Also, the Federal insurance liability was 
increased to cover 100 percent of the unpaid balance plus interest. 

Interest subsidy provisions were revised to require postsecondary institutions to 
determine need for potential borrowers- 

• For students with an adjusted family income of less than $15,000, the 
institution had to (1) determine th« amount of need for a loan (by 
subtracting the expected family contribirtion, other resources, and 
expected other student financial aid from the cost of attendance); (2) 
provide the lender with a statement of need; and (3) recommend to the 
lender the amount for the loan. 

• For students with adjusted family income of $1 ,000 and above, the 
institution was required to (1) determine if the student was in need of a 
loan in order to attend the school; 2) determine the amount of need; (3) 
provide the lender with a statement of need; and r€^comme^d to the 
lender the loan amount. 

Also, l^te government was authorized to pay administrative cost allowances to 
lenders on loans to any student, regardless of the student's need. 
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The 1972 Amendments authorized the Commissioner of Education to prescribe 
rsgulations for fiscal audits of institutions regarding any funds obtained f ro n students 
who had received insured loans and to establish standards for institutional fiscal 
responsibility and capability to administer student financial aid programs. Institu- 
tional eligibility for the insured loan program could be limited, suspended, or 
terminated if the regulations were failed or violated. 

The most significant provision of the 1972 Amendments was the creation of the 
Student Loan Vtarketing Association, a government-sponsored private corpwration to 
serve as a secondary market and warehousing facility for insured student loans. The 
purpose of SLMA was to encourage lenders to participate in insured student loans. 
Sallie Mae, as the Association has come to be known, was authorized to make advances 
on the security, ^. rchasing, servicing, and selling of insured student loans-^l 

3AA E<fcication Amendm&its of 1976 brought a great many programmatic and 
technical changes to the GSL programs. However, the three major program compo- 
nents of reserve funds advances, direct Federal loan insurance, and interest subsidies 
were extended in their basic forms. New imf)etus was given the concept of 
encouraging states to establish programs of student loan insurance; the Commissioner 
was authorized to "develop and execute" a plan to achieve this end. 

In conjuction with the Federal advances for reserve funds for state and private 
nonprofit student loan insurance programs, a new authorizatiwi for "such sums as 
necessary" was included in the 1976 An^ndments for the purpose of advancing funds to 
each state for making payments under its insurance obligations. The amount for such 
payments was limited to the greater of $50,000 or 10 percent of the insured principal 
by each agency. This amount was reduced by the amount of any prior advances and/or 
the amount of the unspent balance of advances to the agencies* reserve funds. 
Advances were authorized for three years for states in the previous reserve fund 
advance program, and five years for states newly entering the program. Private 
nonprofit organizations could receive the advance in states having no guarantee 
program. 

The Amendments prohibited issuing certificates of insurance by the Federal 
government to lenders in a state where xrte Commissioner determined every eligible 
institution had reasonable access to state or private nonprofit loan insurance 
programs. Educational institutiwis already holding a certificate would continue to 
receive the Federal insurance unless it was determined that reasonable access could be 
provided without the institution's participation. 
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The direct Federal loan insurance program was extended by the 1976 Amende 
mentSt with an annual authorization for up to $2 billion in new loans insured, through 
FYS I. The following new provisions were included in the program's extension: 



• Undergraduate students were still limited to a $2,500 annual insured loan; 
graduate and professional students were now allowed a $5,000 annual 
amount. The $7,500 aggregate amount was maintained for undergraduate 
borrowers, but the $10,000 aggregate for graduate/professional students 
was raised to $15,000. 

• Loans made by state agencies or educational institutions to first-year 
students were limited to the lesser of $2,500 or 50 percent of the cost of 
attendance. Also, loans of over $1,500 to first-time students had to be 
made in 2 or more installments. 

• Federal liability for 100 percent of unpaid principal and interest was 
maintained, with the new exception that liability was reduced to 90 
percent for state or private lenders' default claims which exceeded 5 
percent of their total unpaid loans maturing the previous year, and 80 
percent on the excess if claims payments had exceeded 9 percent- l>is 
exception did not apply to agencies in their first five years of operations. 

• Student borrowers were now required to notify promptly the lending agency 
of a change of address. 



• Borrowers could make agreements v/ith the lending agency to begin 
repayment earlier than after the 9- to 12-month grace period and to 
complete loan repayment sooner than the 5-year minimum repayment 
period. 

• The deferment conditions were expanded to include a one-year p>eriod if 
borrowers were unable to find full-time employment. 

• Academic institutions were now required to be notified when a federally 
insured loan was procured by attemling students. 

• Loan payments were required to be made by check, requiring the 
borrower's endorsement. 

• The $360 minimum annual individual repayment was continued, with a new 
exemption for both a husband and wife each having outstanding loans. In 
such cases, the minimum annual repayment was $360 for the couple. 

The 1976 Amend nnents reauthorized the student loan subsidy program and 
broadened eligibility by raising the adjusted family income level from $15,000 to 
$25,000. Student borrowers with adjusted family incomes below $25,000 were 
automatically eligible for the subsidy; those with adjusted incomes above $25,000 were 
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eligible for the p'-ogram if their educational institution provided the lender w)ch 
statements documenting need and reccmme^nding the loan amount. 

The Amendments also restructured tfw subsidy payments to private sector 
eligible lenders (i.e-., those other than state agencies and educational institutions). 
Such lenders making loans in multiple disbursements during an academic year would 
now be paid interest subsidies and special allowance payments as if the entire loan had 
been disbursed on the date of the first installments 

Loan subsidy payments would be provided student loans made through eligible 
lenders, if the loan terms adhered to those specified for loans covered by the Federal 
loan insurance program (see page B-30). An additional provision required borrowers, 
within tour months of ceasing to be half-time students, to negotiate a repayment 
schedule with their lenders- 
Federal reinsurance payments to state and private rKMiprofit guarantee agencies 
were extended by the 1976 Amendments to cover accrued interest as well as 80 
percent of losses on loan principal on loans with interest subsidy* Also, a new 
supplementary agreement was established which provided a program of increased 
Federal reinsurance for participating state and private agencies* Under the agree- 
ment, the reinsurance would cover 100 percent of losses on loan principal and interest 
for Federal default claim payments made to guarantee agencies under the direct 
Federal student loan insurance program. 

Agencies collecting defaulted reinsured loans were now allowed to retain up to 
30 {>ercent of the collected funds for administrative costs- (Prior to the 1976 
Am^^ments, agencies could keep only 20 percent of collected funds from reinsured 
loans in default; the rest of the money went to the Federal Government.) 

^nher new provisions in the Education Amendments of 1976 included: 

• Authorizing an annual $10 payment per guaranteed loan recipient to each 
institution, first for the purpose of disseminating information about student 
financial aid programs, cost of attendance, and academic prografns to 
current and prospective students, and then for additional administrative 
costs 

• Authorizing Federal payments to state and private guarantee agencies to 
cover up to one-fourth the administrative costs of securing private lender 
participation^ and one-half the costs of loan collections and preclaim 
assistance. The total amount of Federal payments for these purposes could 
not exceed .05 percent of the total amount of student loan principal 
insured by the agency, except for those participating in the supplemental 
agreement, which were eligible for an additic^nal *05 percent payment 
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Authorizing the Commissioner of Education to enter into contracts with 
collection and state guarantee agencies to collect defaulted loans 

Restricting educational institutions iroT\ making loans to more than 50 
percent of its students or from making loans to undergraduate students not 
previously receiving an institutional loan, unless the student provides 
documentation that he or she was denied f. loan from an eligible lender 

Excluding from eligibility educational institutions which use commercial 
salesmen to promote guaranteed loans 

Including in the definition of eligible institution those which enroll students 
beyond the age of compulsory attendance who do not have a high school 
diploma or G.E.O* 

Authorizing Federal repayment of loans discharged because of bankruptcy, 
only if the discharge is granted five years or later after the repayment 
period began 

Revising the method of determining Federal special allowance payments to 
lenders; (1) determining the average of 91-day Treasury bill rates; (2) 
subtracting 3.5 percent from the rate; and (3) rounding the total upward to 
the nearest i/8th percent 

Establishing a Committee on the Process of Determining Student Loan 
Special Allowances to devise better methods for determining the allowance 
and more efficient methods for disbursement. ^2 



3.1.5 Middte Income Student Assistance Act of 1978 made no structural changes to the 
Guaranteed Student Loan Program, but did, in keeping with the purpose of the Act, 
expand eligibility for participating in the program. The Act repealed the $25,000 
adjusted family income limit for students to receive interest subsidies without having 
an institutional need analysis. Under the revised provisions^ the institution had only to 
submit to the lender the student's estimated cost of attendance and estimated 
financial assistance. (Institutional determiration of existing need and recommendation 
of loan amount were deleted*) 

The Act also expanded repayment deferral provisions to include time spent in 
rehabilitation training programs by disabled borrowers. 



3.1.6 Education Ameiximents of 1980 extends the Guaranteed Student Loan Program 
through FY85 and makes several revisions to its terms: 



A new category, irKlependent undergraduate students, is added to the 
eligible borrowers, with an annual maximum insured loan amount set at 
$3,000. The previous maximum annual loans of $2,500 for dependent 
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undergraduates and $5^000 for graduate and professional students remained 
unchanged* 

• Aggregated insured loan amounts are raised: 

512,500 - dependent undergraduates 
$15,000 - independent undergraduates 
$25,000 - graduate/professional. 

• Effective January 1, 1981, the interest rates on insured loans for new 
borrowers in the program is raised to 9 percent, (This rate can be lowered 
to 8 percent if the annual average of bond equivalent rates of three-month 
Treasury bills drops to 9 percent or below*) 

• Four new categories are included for borrowers eligible for deferral of loan 
repayment: 

those serving in the Commissioned Corps of the Public Health 
Service, 

volunteers for nonprofit service organizations similar to VISTA or the 
Peace Corps, 

those serving internships required to obtain professional status, 
those totally disabled by illness or injury, or caring for a spouse so 
disabled (3-year maximum deferral). 

• The grace period between termination of half-time student status and the 
beginning of repayment is reduced from 9-12 months to 6 months. 

• Borrowers having (1) insured loans from more than 1 lender; (2) loans under 
2 or more Federally guaranteed loan programs (including ND5L); or (3) 
loan(s) in excess of $7,500 are eligible to ccMisolidate their loans for 
reduced or extended payments through the state/private nonprofit 
guarantee agencies or through SLMA. 

• To improve loan collection, the Secretary of Education is authorized to 
enter into agreements with credit bureau organizations for the purpose of 
exchanging information on defaulters. 



Under the 19$0 Amendmaits, state guarantee agencies and private nonprofit 
guarantee organizations are given an expanded role in the GSL program- These 
agencies and organizations are authorized to; 



# Make loans directly to eligible student borrowers unable to secure loans 
fronn private commercial lenders 

# Determine borrowers* enrollment. status and audit loan notes 

# Provide loan servicing to lenders* 

A new loan program for (>arents (Parental Loans for Urwiergraduate Students - 
PLUS) was authorized in the I9S0 Amendments^ Under this program, parents of 
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eligible dependent undergraduate students can secure a guaranteed loan up to $3,000 
annually ($15,000 total) at the same 9 percent interest rate applicable to the student 
loans. Repayment of the parental loans begins 60 days after the loan is made, with nc 
interest subsidies or deferral options. 

The role of the Student Loan Marketing Association was expanded by the 1980 
Amendments to allow direct advances to state agencies and private organizations 
serving as lenders of last resort to students otherwise unable to obtain insured loans. 
(The amount of the advance to each agency cannot exceed 25 percent of the average 
amount of loans guaranteed by the agency for the previous 3 years.) SLMA was also 
given expanded authority in providing loan consolidations direct'.y to eligible 
borrowers, in collecting loans, and in raising capital. The Amendments also made 
SLMA an independent organization and deleted "government sponsored" from its 
original description. 

Finally, the 1980 Amendments authorized the Student Loan Information 
Program, under which eligible lenders must provide to the borrowers accurate and 
thorough information of the terms on loans insured or guaranteed at the time the loan 
is made.^^ 

3.2 FUNDING HISTORY 

The Guaranteed Student Loan program is funded mainly by private lenders' 
capital. Federal funds are allocated annually for the Student Loan Insurance Fund 
(SLIF) to pay interest subsidies, the Special Allowance to participating lenders, 
administrative cost allowances to state and private nonprofit guaranty agencies, and 
claims on unpaid loans from borrower default, bankruptcy, disability, or death. 

Other funds are received into the GSL program through collection of defaulted 
loans and insurance premiums charged on each loan. (See Figure B-5,) 
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(A) Cbnsist of funds adcJed to the Student Loan Insurance FMnd for payment of Interest, Spcx:ial Allow- 
^^^w?i?T*.>c?°^ not include $77 million in Advance Resewe FVnds distribuUxJ to States 
participating in GSL over the years. CUnulative through SeptaWber 30, 1979. 

(B) Includes funds for Parent Loans for Undemgraduate Students Progran (PLUS) . 

Source: U.S. Department of Eaucation. OSFA Program Book . Ocropiled by the Office of Stuclent FinaiKrial 
Assistance. Washington, D.C., July, 1981, p. 37. 



FIGURE B-5 
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L Department of Education ( ED) 

A' Secretary - Office of the Secretary of Education 

B. Finance - Office of the Finance-Controller, part of the Office of 
Management 

I. EDPMTS - Department of Education Payment System 

C. OPBE - Office of Planning, Budget, and Evaluation 
^* OPE - Office of Postsecondary Education 

1. EAES - Eligibility and Agency Evaluation Staff 
a- CEU - College Eligibility Unit 

^- OSEU - Occupational School Eligibility Unit 

^* OSFA - Office of Student Financial Assistance 

n- Office of Student Financial Assistance ( OSFA) 

A. DPPD ' Division of Policy and Program Development 

3. DCPR - Division of Certification and Program Review 

L ILCB - Institution and Lender Certification Branch 
a. LRS - Lender Review Section 

C. DPO - Division of Program Operations 

GSL Branch - Guaranteed Student Loan Branch 
a. TBS - Transaction and Billing Section 
b# CCS - Claims and Collections Section 

2. EDFMIS - Department of Education Financial Management Infor- 
^ mation System 

3. PIMS - Progratn Information and Monitoring System 

D. DSDD - Division of Systems Design and Development 

nL Other Federal Agencies and Offices 

A. AMPS - Assistance, Management, and Procurement Services 

B. FEDAC - Federal Education Data Acquisition Services 
C* GPQ - Govern.nent Printing Office 
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0MB - Office of Management and Budget, in the Executive Office of the 
President 

^- SLMA - Student Loan Marketing Association (a federally initiated 
private corporation; also known as **Sallie \iae") 

Treasury - Treasury Department 



IV. Ageixites and Offices 

A* BCS - Boeing Computer Services (processor/contractor) 

B. GA - State guarantee agencies 

C. Institution - a postsecondary institution eligible to administer Title IV 
programs 

D# MDE - Multiple Data Entry (processors/contractors for processing 
student applications): 

o ACT - American College Testing 

o CSS - College Scholarship Service 

o PHEAA - Pennsylvania Higher Education Assistance Authority 

o SAAC - Student Aid Application of California 



V- Miscellaneous Acronyms 



A. 


ACA - 


- Administrative Costs Allowance 


B, 


ADS- 


Alternate Oisburse^fient System (Pell Grants) 


c. 


AGI- 


Adjusted Gross Income 


D. 


CAN - 


' Common Accounting Number 


£. 


CW-S 


- College Work-Study program 


F. 


EFC- 


Expected Family Cop*ribution 


G. 


FAO- 


' Financial Aid Officer (institution) 


H. 


GSL- 


Guaranteed Student Loan program 


I. 


LTS- 


Loan Transaction Statement 


J. 


NDSL 


- National Direct Student Loan 


K. 


NPRM - Notice of proposed rulemakins 


L. 


RDS- 


Regular Disbursement System 


M. 


SAI-: 


Student Aid Index 


N. 


SAR- 


Student Aid Report 
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O. SCR - School Confirmation Report 

SEOG - Supplementary Educational Opportunity Grant 
Q* SEP - Statement of Educational Purpose 
R- SFA - Student Financial Assistance 
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